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1.2. MUNICIPAL MANAGER’S STATEMENT 


Each municipality and each municipal entity must prepare an annual report for 
each financial year in accordance with Section 121 of the Municipal Finance 
Management Act No. 56 of 2003 and Section 46 of the Municipal Systems Act 32 
of 2000. The purpose of the annual report is: 

• to provide the record of the activities of the municipality; 

• to provide a report on performance in service delivery and against the 
budget; 

• to provide information that supports the revenue and expenditure 
decisions made and 

• to promote accountability to the local community for decisions made. 

The overview of the annual report indicates substantial efforts made by the 
municipality in improving service delivery and in addressing issues that were 
raised by the Auditor General in the 2008/09 financial year. 

Amahlathi Municipality has established an internal audit unit as required by 
Section 165 (1) of MFMA. The initiative was strengthened by the appointment of 
an internal auditor in March 2010. This has resulted in the following 
improvements in risk and financial management: 

• Risk assessment plan and policy were adopted, 

• Internal Audit Plan, 

• Fraud and anti-corruption plan is approved, 

• Amahlathi Internal Audit Charter, 

• Risk Management Strategies. 

The progress on the migration from IMFO to GRAP is also another progress that 
deserves to be mentioned in this statement, and the annual financial statements 
for the year under review are therefore prepared in accordance with Generally 
Recognised Accounting Practice (GRAP). 

A number of critical vacant positions were advertised and filled however, the 
municipality is still experiencing serious challenges in attracting scarce skills such 
as information technology specialists. 

In order to exercise its executive and legislative authority, Amahlathi Municipality 
reviewed and adopted the following financial, human resource policies and by- 
laws, namely: 

• Recruitment and selection policy, 

• Credit and debt control policy, 

• Subsistence and travel policy, 

• Indigent support policy and by-law. 



Despite the political upheaval which occurred, there has been a tremendous 
collective effort by both management and council during 2009/10, with the prime 
challenge to improve the service delivery and financial management. 

Let me take an opportunity to thank management, staff and Council for their 
commitment in providing quality services, sound financial management, 
dedication and teamwork in making Amahlathi municipality a success story. 


F.M SHOBA 
MUNICIPAL MANAGER 



1.3 OVERVIEW OF THE AMAHLATHI MUNICIPALITY 


1.3.1. Extent of Amahlathi Municipality 

Amahlathi Municipality is located in the mid section of the Eastern Cape Province 
and forms part of the eight Local Municipalities under Amathole District 
Municipality. The area includes Stutterheim, Cathcart, Keiskammahoek, Kei 
Road, Frankfort, and portions of villages of King Williams Town and Tsomo. The 
Amahlathi Municipality covers approximately 10,000 square kilometers. 

The Amahlathi Municipality area is comprised of 20 wards and is characterized 
by a range of settlement patterns and associated land uses, including formal 
urban areas, formal and informal rural settlement areas, and extensive, privately 
owned farmland. 

The population of 142,525 for the Amahlathi Municipality is derived from 
information provided by the community survey conducted by Statistic South 
Africa in 2007, however, it is of great concern to the Municipality that the 
population estimates generated by official publications provide lower population 
figures for the Amahlathi area than the Municipality itself estimates. 

1.3.2. Socio-economic Characters 

Amahlathi Municipality is characterized by a range of mountains which beautifies 
the area for tourism attraction and is home to forest plantation. 

The Municipal area contains a vast majority of population living in the rural areas 
and far rural areas. The density of population varies from area to area. A large 
portion of the people living in the Amahlathi area live in poverty and it is 
estimated that this equates to approximately 70% of the population. A large 
number of persons are unemployed and unskilled. A majority of the population 
depends on state pension and welfare as primary sources of income. 

In terms of the economic profile of the area it contains a few large industries as 
well as smaller undertakings and consists of an agricultural sector. The large 
timber plantations in and around the area create a substantial source towards the 
economy. 


1.3.3. Special Programmes Unit 

A Special Programmes Officer was employed to facilitate the integration and 
mainstreaming of the marginalized section of our population by developing 
programmes that will benefit youth, people with disabilities and women. This unit 
also assists the municipality in monitoring the implementation of all programmes 
that are addressing the past atrocities of apartheid. The unit also assists in 
formation of community structures that are composed of designated groups for 



them to assist in the development of programmes that will benefit them. It is also 
the role of the public to ensure that public participation is enhanced across all 
departments. 

1.3.4. Spatial and Land Use Overview. 

There are distinctive differences in the spatial patterns of development within the 
area. The urban complexes of Stutterheim and Cathcart dominate the urban 
settlement pattern. The area is dominated by a number of smaller settlements, 
communal land area where dispersed rural settlements are the dominant pattern. 
The municipality also includes areas where extensive forestry and agricultural 
land holdings are the norm. 

1.3.5. Environmental Overview 

The Amahlathi Municipality has various conservation-worthy areas such as 
wetlands, river systems, dams, cultural sites and rare and endangered plant 
species as well as indigenous forests. 

There are many areas which require remedial attention such as the eradication of 
alien vegetation, soil erosion control and areas which require special 
management such as pollution. The special and varied environment also 
presents many opportunities for economic development. 

1.3.6. Electricity Reticulation and Distribution 

The supply of electricity to the communities within the Amahlathi Municipality is 
vital so as to improve the living standards. 

The Amahlathi Municipality is licensed to distribute electricity in the former urban 
areas of Stutterheim and Cathcart. ESKOM is responsible for all the distribution 
in the other areas. 

Public lighting is undertaken by the Amahlathi Municipality subject to available 
funding in an attempt to create a safer environment for all communities. 

1.3.6. Roads 

The Amahlathi Municipality is responsible for an estimated 2 000 kilometers of 
roads. This has a large impact on the finances as no subsidies are received. The 
minimal availability of machinery also hampers the provisions of sustainable 
services. 



1.3.7. Solid Waste 


The Amahlathi has two licensed waste disposal sites with a life expectancy of 15- 
25 years, namely Stutterheim and Keiskammahoek. 

1.3.8. Land and Housing 

The objective of the unit is to ensure accessibility to land through Land Reform 
Programmes and the provision of adequate and sustainable housing in line with 
RDP standards. There is a large backlog in the supply of houses to the needy. 

1.3.9. Traffic and Licensing 

The Amahlathi Municipality undertakes the testing of learners and drivers 
licenses at a recognized testing centre. All learners and driver’s licenses as well 
as conversion of driver’s licenses are also undertaken at this centre. 

The Traffic Department also has a fully fledged Motor Vehicle Registration 
Department linked to the e-NATIS System. 

Added thereto it is also a functional road-worthy station. This facility alleviates the 
previous inconvenience caused whereby the community had no other alternative 
but to travel to either East London or King William’s town to obtain the relevant 
services required e.g. vehicle road worthy testing. 

1.3.10. Council 

The municipality has 40 Councillors (20 Proportional Representation (PR) 
Councillors, and 20 Ward Councillors).The Speaker chairs council meetings. The 
Council has a formal set of Rules of Order to guide proceedings during Council 
meetings. Council meetings are held bi-monthly, but if urgent issues need to be 
considered, special meetings are called. 

During 2009/10, four ordinary council meetings and 5 Special Council meetings 
were held. During this period, 21 Councillors were expelled, reinstated and 
expelled again in July 2010. 

1.3.11. Executive Committee 

Amahlathi municipality has 7 Executive committee members (Mayor and 6 
Portfolio Heads). The Executive committee sits monthly to consider reports of 
standing committees. 8 Ordinary Executive Committee meetings and 7 Special 
Executive Committee were held during 2009/10. 5 of the Executive Committee 
members were expelled in July 2010. 



1.3.12. Standing Committees 

There are six standing committees of Council. Each standing committee is 
chaired by Executive Committee member. Standing Committee meetings are 
held every month. 

1.3.13. Administration 

The administration is headed by the municipal manager and the following 
departments: 

• Finance, 

• Corporate Services, 

• Strategic Planning, 

• Community and Protection Services and 

• Engineering Services. 



1.4. EXECUTIVE SUMMARY 


1.4.1. Vision 

The Amahlathi Municipality as an integrated unit shall become the model of 
Community Empowerment, participative management and a transformed and 
productive Municipality. 

1.4.2. Mission 

The Amahlathi Municipality in partnership with the community shall create 
sustainable and better services for all; improve communications, emphasise the 
better usage of resources and provide infrastructure and build investor 
confidence. 

1.4.3. Values 

In implementing the above, the Amahlathi Municipality subscribes to the following 
values: 

• Team work / Trust / Honesty / Responsibility / Dedication; 

• Value and acknowledgement of the individual; 

• Integrity / Work Ethics; 

• Transparent and Clean Government; 

• Tolerance / Understanding / Good Leadership; 

• Accountability / Value for Money / Efficiency and Affordability; and 

• Developmental Local Government striving for effectiveness and 
Performance. 

1.4.4. Guiding Principles 

In carrying out its functions the Amahlathi Municipality has been committed to: 

• Co-ordination with other spheres of government; 

• Maximise participation of the community; 

• Recognise the social needs of all communities; 

• Sustainable Socio-economic, Environmental and Political Development; 

• Provide necessary infrastructure within its means; 

• Build Investor confidence. 

1.4.5. Oversight Function 

The Council and Section 79 Committees play an oversight role and consider 
reports from the Executive Committee on the functioning of different portfolios 
and the impact on the overall objectives and performance of the municipality. 



The Oversight Committee was established by Council in 2008 in line with Section 
33 and 79 of the Municipal Structures Act. It is a multi-party committee made up 
of non-Executive Committee Members and one member of the public/community. 
The committee adopted Circular 32 of National Treasury as its guiding document 
for its Oversight processes. 

During the year under review, the oversight committee held meetings to deal with 
the oversight report, which was adopted by Council in accordance with Section 
129 (1) of the Municipal Finance Management Act 56 of 2003. 

1.4.6. Audit Committee 

The Council appointed the Audit Committee in accordance with Section 166 of 
MFMA. The Audit Committee’s term expired at the end of March 2009 and could 
not operate throughout the year. 

The Council resolved to appoint Audit Committee members and Performance 
Audit Committee which were inaugurated on the 17 February 2010. Performance 
Audit Committee is composed of members of the audit committee with different 
chairpersons. 

Audit Committee members are legislatively required to meet at least four times 
during the financial year. In the 2009/2010 financial year, the Amahlathi Audit 
Committee met on the dates below: 


AUDIT COMMITTEE 

PERFORMANCE AUDIT COMMITTEE 

17 February 2010 

30 April 2010 

19 June 2010 


30 April 2010 





The Audit Committee was not operating for the full financial year, but during the 
months they were operating, the Audit Committee worked effectively with high 
degree of commitment to the Municipality. 

1.4.7. Amahlathi Internal Audit Unit 

Internal Audit Unit is a newly developed unit under the Directorate of the 
Municipal Manager’s Cffice. The unit is currently being headed by 1 official who 
is not at a Managerial level. The appointment was done on the 01 March 2010. 
The following is work in progress that has been developed and audits that were 
performed since the establishment of the unit: 

• Amahlathi Internal Audit Charter 




Risk Management Strategies 

2009/2010 Amahlathi Risk Assessment 

2010/2011 Risk Based Internal Audit Plan 

Follow - up Audit Traffic Services Department 

Follow - up on issues raised by the Office of the Auditor General 



2. PERFOMANCE HIGHLIGHTS 


Key performance indicators are reviewed annually after situation analysis phase 
in order to make sure that they are in line with National targets. IDP Objectives 
and Strategies are also reviewed at this stage. The key focus areas are clusters 
which are as follows: 

• Institutional and Finance, 

• LED and Environment Cluster, 

• Infrastructure and Service Delivery Cluster 

• Social Needs Cluster. 

The performance highlights below are based on the National Key Performance 
Indicators in Chapter 3 of Amahlathi Municipal IDP. 

2.1. INSTITUTIONAL AND FINANCE CLUSTER 

The key focus areas in the Institutional and Finance Cluster include institutional 
issues such as administration, procurement, human resources, budget and 
treasury, internal auditing, information and communication technology, 
communications, councillor support and housing and estates administration. 

2.1.1. Supply Chain Management unit 

The municipality has a functioning supply chain management unit. This unit is 
able to monitor if procurement procedures are followed and adhered to. The unit 
frequently report on tenders and performance of contractors and advise the 
procurement committees. 

2.1. 2. Budget and Finance Management Reform Programme 

Five interns are appointed within the Budget and Treasury Cffice to undertake 
training in municipal financial administration and management. Financial reforms 
on the reporting requirements in terms of the MFMA have been implemented. 

2.1.3. General Valuation 

A General Valuation of all properties within the Amahlathi Municipality has been 
completed. The General Valuation and Property Rates Act were implemented 
with effect from 01 July 2009 

2.1.4. Housing 

The objective is to reduce housing backlogs by half by 2014. The housing 
programme is dependant on finance made available by the Department of 
Housing. Three projects were earmarked for 2009/10. Thubelitsha was appointed 



to undertake the building of approximately 1100 houses in Mlungisi, Kati-Kati and 
Masincedane. This firm has failed and the Department of Housing has now taken 
over the project. No progress was made with acquiring of funding for additional 
projects from Province. The biggest drawback is the allocation of funding and 
approval of projects 

2.1.5. Maximum Usage of Land and Department 

The objective for 2009/10 was to undertake three surveys of rural areas, start 
with zoning schemes and conveyance of 99 year leases to full title. Three 
surveys have commenced in Tembani, Mxhalanga and Cwencwe. To date R681 
050 has been spent of the amount of R1 126 800 representing approximately 
60%. A delay has occurred as a result of the difficulties in getting state land 
released which will form part of the survey. The appointed conveyancer of the 99 
year leases has the first batch of fifty to effect title deeds. 

2.1.6. Institutional Objectives 

• The Employment Equity Plan has been drawn up and accepted by all 
parties; 

• Workplace Skills Plan has been submitted in time; 

• 59 officials and 16 councillors received training in 2009/10 financial year; 

• 100 ward committees were trained in 2009/10; 

• 5 Financial interns appointed for financial training; 

2.2. LOCAL ECONOMIC DEVELOPMENT & ENVIRONMENTAL CLUSTER 

• Craft Mania event at a cost at R260 000; 

• 200 crafters benefited from craft mania; 

• 360 jobs were created during cleaning campaign; 

• 516 jobs were created during 2009/10 through MIG projects; 

• Acquisition of 20 goats and seedlings at R224 000; 

• Visitor’s information centre has been established in Keiskammahoek and 
identified in Cathcart for promotion of tourism at Amahlathi; 

• Stutterheim and Mlungisi development which has been funded by National 
Treasury with an amount of R87 million; 

• Amahlathi Municipality together with ASPIRE & Thina Sinako have co- 
funded Keiskammahoek fresh produce market EIA with an amount of Rl, 
2 million; 

• Tractor programme is proving to be a successful programme which 
communities are directly benefiting from; 

• Amahlathi Municipality took an initiative to provide the skills required by 
economy and also promote the small-medium enterprises by implementing 
the following programmes; 



• 80 Co-operatives were trained by SEDA in business management; 

Department of Sport Arts and Culture funded us by the amount of R30 000 
for material. 

2.3. INFRASTRUCTURE AND SERVICE DELIVERY CLUSTER 

The financial year for 2009/2010 had its normal challenges. The limited funds 
machinery and staff have made it difficult at times to deliver the services 
expected of us from the public, but even with all the constraints that we had, the 
annual targets set out in the SDBIP and performance scorecard, have been met. 

2.3.1. Transport System 

Transport stakeholder meetings took place every 3 months; we were able to 
meet our target of 4 meetings for the year. 

2.3.2. Roads and Storm-water 

A blading program took place and blading of roads in the wards was done. In 
total a proposed target of 240km was set, but due to less breakages and an 
additional grader we managed to exceed the target and bladed 568km. 

Potholes (tar roads) were repaired. This is an on-going program. We had a 
proposed target of 600. This target was exceeded and 649 potholes were filled. 
This was mainly due to motivation of staff, better supervision through an acting 
supervisor, checking and supervising the work. 

All storm-water gutters and manholes were cleaned. This is on-going and two 
teams are used to clean out storm-water. 

2.3.3. Municipal Buildings 

There is continuous maintenance being done on the Municipal Building, some 
repair work is minor and other more major. This maintenance is done by making 
use of small contractors, living in the Amahlathi area. Areas where maintenance 
was done are Ward 5 and Ward 17. 

2.3.4. Electricity 

The department is very small. It has been working under-staffed for a long time. 
There is a shortage of skilled workers in this field. The electricity section is 
battling to get through all the maintenance work that has to be done. Due to this, 
one electrician post and 2 assistant posts have been filled as from 1®‘ July 2010. 



Meter replacements have been done, where faulty meters are replaced so that 
losses can be cut to the minimum. Losses have come down from 17% to 16%. 
Defaulters are being disconnected on a monthly basis. There are only a few, (i.e. 
±100) conventional meters left in Amahlathi, which results in only a few 
disconnections, 18 for the year. Consumers having disconnections are being 
changed to prepaid meters. 

Tampering (vandalism) of electrical meters is being dealt with and taken very 
seriously. The Electrical Department is busy with replacing all seals on meters 
with a new tamper proof seal, which will make a huge improvement. 

Streetlights are checked on a regular basis. Where streetlights are reported not 
working, they are being repaired within 7 days. 

The new electricity connections in the rural areas are done by Eskom, and this 
year 3 500 new connections were done. 1 168 Connections have been done in 
various wards in Keiskammahoek, and 2 332 connections in Tsomo area, ward 
13. 

Free basic electricity is carried out with the help of Eskom. This year, additional 
14 674 households received free basic electricity. The implementation of free 
basic electricity is a high priority of the municipality and each financial year more 
funding is made available by the municipality and the target of 12 000 
households has been exceeded. 

The Electrical Department of the municipality has a signed agreement with 
Eskom (SLA) in place. This is done every 3 years. The D.M.E. has appointed a 
service provider that is responsible for the REDS implementation program. 
Amahlathi has given the go a-head for the section 78 Assessment to be done by 
the service provider. 

The development of a master plan for electricity is being done currently by 
electrical engineering consultants, in conjunction with Eskom. It is not completed 
as yet. High mast lights were connected in Kubusie in 5 units, as part of MIG 
Project. 

2.3.5. PROJECT MANAGEMENT UNIT (PMU) 

The Amahlathi Municipality has a PMU Unit in place, falling under the 
Engineering Department. This unit is also subsidised by the Municipality as the 
5% allocation from MIG is not enough to fund the unit. 

The MIG funds for 2009/2010 from National Government was R17 072 000.00 for 
the Municipal Financial Year, of this 5% funded the PMU Unit. 


PMU 5% 


R 853 600.00 



Project amount 


R 16 218 400.00 -100% expenditure, less VAT 


TOTAL - R 17 072 000.00 

The project amount was R16 218 400.00 of this 100% was spent which equals 
R14 504 586.15 which is less VAT (VAT is claimed back). Please see attached 
schedule. 

2.3.6. Capital Projects 

All Capital Funded Projects in the Engineering Department were undertaken as 
follows: 

I. Cemetery 

A “Startmun” Electronic Data Software management program was 
purchased. This is a common/standard cemetery management program 
used by various municipalities. The information of Stutterheim and 
Mlungisi cemeteries is captured for future reference and management 
purposes. 

II. Public Works 

Resurfacing tar roads (Phase two completed, Mlungisi Bus Route), Wards 
15 and 16. 

A Portable Air Compressor was used to do the tarring. With the saving on 
the compressor, we purchased a new high pressure cleaner for the 
workshop. 

III. Electricity 

• High voltage switch gear 

• Upgrade/new streetlights 

• H/V line replacement 

• LT Infra lines 

• Tools and equipment 

• Bakkie 

• For expenditure on capital budget, see attached schedule 



2.4. SOCIAL NEEDS CLUSTER 


Key performance areas 

Our main areas of focus are: 

• Provision of information; 

• Support to education; 

• Development and maintenance of a reading culture; 

• Presentation and facilitation of developmental outreach programmes; and 

• Equal distribution of facilities, services and programmes throughout 
Amahlathi. 

Services: 

The municipal libraries are offering various services in support of the above - 
mentioned performance areas: 

• General information; 

• Assistance with school projects; 

• Reference facilities; 

• Study facilities; 

• Community information; 

• A wide variety of books (including fiction, non-fiction, books for newly 
literate readers, large-print books, and books in foreign and indigenous 
languages), CD’s, CD-ROMS and videos; 

• Facilities for the blinds Daisy tapes and players; 

• Magazines and newspapers; 

• Internet and PC use; 

• A photocopying service; 

• Story hours and holiday programmes; and 

• Item reservation and inter-library loans. 

Other services offered are: 

• Youth development programmes; 

• Literacy classes and ABET; 

• UNISA material; 

• Fax and transparency services; 

• Tape aids for the visually impaired; 

• Educational toys; 

• Activity rooms and seminar rooms for hire; 

• After-hours renewal service; 

• Art gallery; 

• Information packages; 

• Amahlathi Information collection; 



Cuttings collection; and 
Laminating 


Borrowing items from the library 

The members are issued with library cards which they may use at any library 
of the Amahlathi Municipality. 

• They may borrow six items for two weeks. 

• May extend the loan period on all items twice (in person or by telephone). 
If another borrower has made a special request for a book they have, it will 
not be renewed. 

• They may request a longer loan period if they are going on holiday. 


Achievements in 2009/10 include: 

• Successfully implemented a prison services and distributed about 130 
books; 

• Juvenile and the youth were the most beneficial, over a thousand juveniles 
together with their parents attended our literature and cultural programmes 
including book discussions and competitions where we always promote 
the use and importance of our libraries and showcasing the importance of 
being a member; 

• Stutterheim library was selected as one of the libraries in the Eastern 
Cape that were to provide the services to the blind and visually impaired 
people, by making available technology and reading material; 

• Stutterheim library again has been nominated as the testing station and 
the training station in the Eastern Cape, for a new system which will be 
implemented towards the end October 2010 in all libraries. 

In-house use of library material 

It becomes more significant to indicate the in-house use of library material when 
the performance of a library is measured in total. Statistical records kept by 
Amahlathi libraries indicate the in-house use of the library material as 43% non- 
fiction material, 59% juvenile non-fiction items and 64% periodicals (magazines 
and newspapers). 



Literacy training and support services 


Our libraries are committed to rendering library and information services to the 
total community which includes support services to literacy actions. During 
2008/09, 98 literacy training classes were held in the Amahlathi libraries and in 
2009/10, 115 classes were held and 15 learners graduated at a Provincial event 
held in Kei Mouth in September 2009. 

Government Information Service 

This service which was implemented in 2000 at 12 libraries to make government 
information as a specific collection available to communities was extended to an 
additional 11 libraries and new promotional material on the service were put up in 
libraries. In 2009/10 -36 documents were utilized to answer enquiries on 
government information. 24 Documents utilized were on information of National 
Departments and 12 on information of Provincial Departments. 



3. HUMAN RESOURCES AND ORGANIZATIONAL MANAGEMENT 


3.1 A Break Down of Posts per Department and Divisions 


DEPARTMENT 

NO. OF POSTS PER DIVISION 

TOTAL 

FILLED 

Office of the 

Secretary 

1 

1 

Mayor 




Office of the 

Secretary 

1 

1 

Speaker 




Executive 

Municipal Manager 

1 

1 

Services 

Secretary: Municipal Manager 

1 

1 


Cleaner Messenger 

5 

5 

Corporate 

Administration Manager 

1 

1 

Services 

General Manager 

1 

1 

Admin Unit 

Senior Administrative Officer 

1 

0 


Administrative Officer 

3 

0 


Typist 

2 

2 


Receptionist 

1 

0 


Archives and Filling Clerk 

1 

1 


Duty Driver 

2 

1 


Housing & Estate Officer 

1 

0 


Senior Housing Clerk 

2 

2 


Housing Clerk 

1 

1 

Human 

Human Resource Officer 

1 

1 

Resources 

Personnel Officer 

1 

0 

Unit 

Salaries Clerk 

1 

1 

Finance 

Chief Financial Officer 

1 

1 


Secretary 

1 

0 


Assistant Manager 

1 

1 


Expenditure Accountant 

1 

1 


Principal Clerk 

1 

0 


Creditors Clerk 

1 

1 


Project Clerk 

1 

0 


Budget Clerk 

1 

0 


Income Accountant 

1 

1 


Senior Clerk Debtor 

1 

1 


Credit Controller/ Debt Collector 

1 

1 


Enquires Debt Collection 

1 

0 


Enquiries Clerk 

2 

2 


Finance Clerk 

2 

2 


Cashier 

3 

3 


Procurement Officer 

1 

0 


Admin Assistant 

1 

1 








Engineering 

Engineering Service Manager 

1 

1 


General Manager Engineering 

1 

1 


PMU Manager 

1 

1 


Engineering Technician Contract 

1 

0 


Technical Clerk Data Capture 

1 

0 


Secretary 

1 

0 


Engineering Technician Civil 

1 

1 


Supervisor Roads&Stormwater 

2 

1 


Gravel 

10 

6 


Heavy Machine Operators 

1 

1 


Truck Driver 

3 

3 


Tractor Driver 

8 

5 


General Workers 

1 

1 


Supervisor Roads & Storm Water Tar 

2 

2 


Tractor Driver 

1 

1 


Bomag Operator 

8 

6 


General Workers 

1 

1 


Cleaner Messenger 

1 

1 


Supervisor Park & Garden 

2 

2 


Tractor Driver 

13 

11 


Machine Operators 

3 

1 


General Workers 

Caretaker 

1 

1 

Keiskammahoek 

Supervisor Keiskammahoek 

1 

0 


Tractor Driver 

1 

1 


General Workers 

8 

5 

Cathcart 

Supervisor Cathcart 

1 

1 


Caretaker 

3 

3 


Tractor Driver 

2 

2 


General Workers 

8 

4 


Senior Electrician 

1 

1 


Handy Man/ Metering 

1 

0 


Assistant Metering 

1 

1 


Electrician 

1 

0 


Artisan Assistant 

2 

0 


Street Light Handy Man 

1 

1 


Assistant 

1 

1 


General Workers 

3 

3 

Kei Road 

Tractor Driver 

1 

0 


General Workers 

4 

2 




Protection 

Assistant Manager 

1 

1 

Services Unit 

Receptionist 

1 

0 


Division Traffic: Traffic Chief 

1 

1 


Senior Traffic Officer 

1 

0 


T raffic Safety Officer 

1 

0 


Traffic Officer Grade 11 

4 

3 


Traffic Officer Grade 111 

2 

0 


Traffic Warders 

2 

0 


General Workers 

1 

1 


Motor Vehicle Reg. Clerk 

2 

1 


Drivers Licence Clerk 

1 

1 


Enquiries Clerk: Radio Control 

1 

1 


Cleaner 

1 

1 


Division Fire: Fire Rescue Officer 

1 

0 


Fire Attendants/ Fire Volunteers 

1 

0 

Community 

Chief Professional Nurse 

1 

1 

Services Unit 

Senior Professional Nurse 

3 

1 


Professional Nurse 

8 

6 


Clinic Assistant 

3 

3 


Senior Worker Clinic Cleaner 

3 

3 

Library 

Librarian 

1 

1 


Assistant Librarian 

5 

5 


Library Assistant / Cleaner 

2 

2 


Cleaner 

4 

2 


Museum Curator 

1 

1 

Environment 

Supervisor Environment Services 

1 

0 


Pound Master 

1 

1 


Ranger 

1 

1 


Commonage Workers 

3 

3 


Solid Waste Site Operator 

1 

0 


Solid Waster Site Worker 

1 

1 


Refuse truck driver Supervisor 

2 

2 


Refuse Tractor Driver Supervisor 

2 

1 


Refuse Workers 

20 

14 


Street Sweepers 

7 

6 


Workers Toilets 

4 

4 

Strategic 

Strategic Manager 

1 

1 

Planning 

Assistant Manager 

1 

0 


Admin Clerk 

1 

0 


Secretary 

1 

1 


IDP Officer 

1 

0 





SPU Officer 

1 

1 


LED Officer 

1 

1 


Vic Tour Operators 

2 

0 


Tractor Drivers (Contract) 

3 

0 


IT Specialist 

1 

0 


Communication Officer 

1 

0 


Cleaner Workers Toilets 

1 

0 



252 

179 


The following training programmes were implemented for this financial 
year 2009/10: 


COURSE 

NUMBER OF PEOPLE 
TRAINED 

AMOUNT 

Chain Saw Operators 

12 

R35 500.00 

Weed Eater Operators 

8 

R18 000.00 

Heavy Duty Driving 

10 

R30 000.00 

Hydrolic Crane Operator 

4 

R35 000.00 

High Voltage 

2 

R12 000.00 

Dispensing Licence 

3 

R20 000.00 

Advanced Local 
Government Law & 

Admin 

2 

R24 000.00 

Leaner T raffic Officer 

1 

R42 225.00 

Policy Development 

32 

R19 380.00 

Effectively Enhancing the 
Role of SDF 

1 

R9 678.60 

Ward committee training 
by LGSETA 

10 

Funded by LGSETA 

Ward committee training 
by Amahlathi municipality 

43 and 57 outstanding 

300 000,00 





3.2. Municipal Manager and Section 57 Manager’s Positions 



Position 

Number of approved and 
budgeted post per position 

Filled posts 

Vacant 

posts 

1. 

Municipal manager 

1 

1 

0 

2. 

Corporate service 
manager 

1 

1 

0 

3. 

Finance manager 

1 

1 

0 

4. 

Service delivery 
manager 

1 

1 

0 

5. 

Strategic community 
and protection service 
manager 

1 

1 

0 


3.3 Technical staff registered with professional bodies 


Technical 

Services 

Total 

number of 
technical 
service 
Manager 

Total number 
registered in the 
accredited 
professional body 

Total number 

pending 

registration 

confirmation in 

the accredited 

professional 

body 

Total number 
not yet 
registered in 
the 

accredited 

professional 

body 

Service delivery 

1 

0 

0 

0 

Electricity 

1 

2 

0 

0 

Project 

Management 

1 

0 

0 

0 


3.4. Pension and medical aids to which employees belong 


Names of Pension 

Fund 

Number of 
members 

Names of 

Medical Aids 

Number of 
members 

Cape Joint Retirement 
Fund 

17 

Bonitas 

56 including 

Councillors 

39 excluding 
Councillors 






SALA Pension Fund 

50 

Key Flealth 

9 and 3 Pensioners 

SAMWU Provident 

Fund 

109 

L.A Health 

11 including 

Councillors 

10 excluding 
Councillors 



SAMWU Med 

7 





1. INTRODUCTION AND OVERVIEW 


1.1. The Mayor’s Foreword 

According to Chapter 7 of the Constitution of the democratic Republic (Act 108 of 
1996), local municipalities must provide for a democratic and accountable climate 
for local municipalities. Municipalities must do this within its financial and 
administrative capacity to enable it to give priority to basic needs of communities 
in order to promote social and economic development within their juristic 
functional areas. 

Amahlathi Municipality therefore is no exception. It must account on how we 
have been handling the administrative and financial functions on behalf of our 
communities. One must say it up front that Amahlathi Municipality has been 
caught up with political instability since October 2008 up to the 23 November 
2010 where political structures of Council were established. This impacted 
negatively on the political oversight that is supposed to be played by political 
office bearers of the organisation and some programmes have been put on halt 
because Council was quite suspicious of the administrative arm in dealing 
especially with the issue of employment of staff for the organisation. 

Amahlathi Municipality did manage to involve community representatives through 
IDP representative forums that have been dealing with critical issues of 
development in various areas. I would like to thank the political structures of the 
Council for the vigour and energy shown thus far in grappling with the complexity 
of governance which and in shaping a conflict free kind of an environment for the 
smooth operation of Council programmes. It is no doubt that the courage and co- 
operation demonstrated thus far will lead the municipality into a sound 
administrative and political environment, that will translate into a sound viable 
and sustainable development for the communities as our structures by now are 
up and running. 

I would like to record my appreciation to those that showed dedication, skills and 
determination to arrive at this good financial target. 

Let us maintain this good financial standard so that we remain amongst the best 
Municipalities in respect of good practises. 

Let us build a better life for all at Amahlathi Local Municipality and thank you all 
for making Amahlathi Municipality what it is today. 


Cllr M Peter 
THE MAYOR 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annuai Financiai Statements for the year ended 30 June 2010 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipai Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the annual financial statements and related financial 
information included in this report. It is the responsibility of the accounting officer to ensure that the annual financial statements 
fairly present the state of affairs of the municipality as at the end of the financial year and the results of its operations and cash 
flows for the period then ended. The external auditors are engaged to express an independent opinion on the annual financial 
statements and was given unrestricted access to all financial records and related data. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP). 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that she is ultimately responsible for the system of internal financial control established 
by the municipality and places considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical 
standards in ensuring the municipality’s business is conducted in a mannerthat in all reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known 
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it 
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. Flowever, any system of internal financial control can provide only reasonable, and not absolute, 
assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 201 1 and, in the light of this 
review and the current financial position, she is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

The accounting officer is primarily responsible for the financial affairs of the municipality. 

The accounting officer certifies that the salaries, allowances and benefits of Councillors as disclosed in note 21 of these annual 
financial statements are within the upper limits of the framework envisaged in Section 21 9 of the Constitution, read with the 
Remuneration of Public Office Bearers Act and the Minister of Provincial and Local Government's determination in accordance 
with this Act. 

The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial 
statements. The annual financial statements have been examined by the municipality's external auditors and their report is 
presented on page 6. 

The annual financial statements set out on pages 6 to 49, which have been prepared on the going concern basis, were 
approved by the accounting officer on 31 August 2010 and were signed on its behalf by: 


FM Shoba 
Municipal Manager 
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(Registration number EC124) 

Annuai Financiai Statements for the year ended 30 June 2010 

Statement of Financial Position 


Figures in Rand Note(s) 2010 2009 


Assets 


Current Assets 


Inventories 

8 

132,609 

158,121 

Investments 

5 

71,806,281 

51,111,254 

Trade and other receivables from exchange transactions 

9 

1,548,798 

1,609,973 

Consumer debtors 

10 

3,122,294 

6,224,726 

Cash and cash equivalents 

11 

5,170,414 

81 ,780,396 

5,055,734 

64,159,808 

Non-Current Assets 

Investment property 

3 

- 

- 

Property, plant and equipment 

4 

19,616,996 

- 

Long term receivables 

7 

695,253 

20,312,249 

1,285,104 

1,285,104 

Non-Current Assets 


20,312,249 

1,285,104 

Current Assets 


81,780,396 

64,159,808 

Total Assets 

Liabilities 


102,092,645 

65,444,912 

Current Liabilities 

Other financial liabilities 

12 

11,107 

216,825 

Trade and other payables from exchange transactions 

15 

12,912,178 

10,779,404 

VAT payable 

16 

170,822 

213,982 

Consumer deposits 

17 

353,524 

343,844 

Retirement benefit obligation 

6 

306,169 

284,828 

Unspent conditional grants and receipts 

13 

10,760,856 

14,648,471 

Provisions 

14 

1,467,703 

25,982,359 

1,387,488 

27,874,842 

Non-Current Liabilities 

Other financial liabilities 

12 

614,050 

644,047 

Retirement benefit obligation 

6 

7,453,549 

8,067,599 

6,733,460 

7,377,507 

Non-Current Liabilities 


8,067,599 

7,377,507 

Current Liabilities 


25,982,359 

27,874,842 

Total Liabilities 


34,049,958 

35,252,349 

Assets 


102,092,645 

65,444,912 

Liabilities 


(34,049,958) 

(35,252,349) 

Net Assets 


68,042,687 

30,192,563 

Net Assets 

Accumulated surplus 


68,042,687 

30,192,563 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annuai Financiai Statements for the year ended 30 June 2010 

Statement of Financial Performance 


Figures in Rand Note(s) 2010 2009 


Revenue 

Rendering of services 
Property rates 

Rentai of facilities and equipment 
Interest received from debtors 
Fines 

Licences and permits 
Government grants & subsidies 
Motor vehicie registration 
Misceiianeous other revenue 
Other income 

Reduction in bonus provision 
Interest received - investment 

Total Revenue 

Expenditure 

Personnei 

Remuneration of counciilors 
Finance costs 
Debt impairment 
Leave pay provision 
Repairs and maintenance 
Buik purchases 
Generai Expenses 

Total Expenditure 

Fair vaiue adjustments 

Revenue 

Expenditure 

Other 

Surplus for the year 



20,190,345 

17,499,695 

19 

7,579,219 

5,198,463 


241 ,604 

245,955 


2,257,726 

2,227,273 


52,084 

133,756 


2,284 

2,236 

21 

79,441,661 

44,661,049 


1,971,669 

1,570,320 


369,003 

540,573 


97,528 

652,646 


128,615 

- 

26 

4,533,342 

39,216 


116,865,080 

72,771,182 


23 

(28,251,927) 

(26,141,967) 

24 

(8,290,960) 

(8,031,710) 

27 

(628,258) 

(5,335,221) 

25 

(9,184,316) 

(1,289,269) 


(439,845) 

(161,858) 


(3,319,373) 

(2,905,212) 

29 

(11,236,967) 

(7,799,285) 

22 

(18,359,689) 

(12,597,112) 


(79,71 1 ,335) 

(64,261 ,634) 


582,926 

451,717 


116,865,080 

72,771,182 


(79,711,335) 

(64,261,634) 


582,926 

451,717 


37,736,671 

8,961 ,265 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annuai Financiai Statements for the year ended 30 June 2010 


Statement of Changes in Net Assets 


Figures in Rand 

Accumulated 

surplus 

Total net 
assets 

Opening baiance as previousiy reported 

4,948,129 

4,948,129 

Adjustments 



Change in accounting poiicy 2 

14,686,053 

14,686,053 

Prior year adjustments 34 

1,597,116 

1,597,116 

Balance at 01 July 2008 as restated 

21,231,298 

21,231,298 

Changes in net assets 



Surplus for the year 

8,961,265 

8,961,265 

Total changes 

8,961,265 

8,961,265 

Balance at 01 July 2009 

30,192,564 

30,192,564 

Changes in net assets 



Surplus for the year 

37,736,671 

37,736,671 

Change in accounting policy 

113,452 

113,452 

Total changes 

37,850,123 

37,850,123 

Balance at 30 June 2010 

68,042,687 

68,042,687 


Note(s) 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annuai Financiai Statements for the year ended 30 June 2010 

Cash flow statement 


Figures in Rand 

Note(s) 

2010 

2009 

Cash flows from operating activities 




Receipts 

Saie of goods and services 


36,167,136 

25,499,265 

Grants 


79,441,661 

44,661,049 

Interest income 


4,533,342 

- 

Interest received 


120,142,139 

2,106,867 

72,267,181 

Payments 

Empioyee costs 


(36,542,887) 

(33,556,262) 

Suppiiers 


(43,385,782) 

(16,252,910) 

Finance costs 


(140,904) 

(80,069,573) 

(4,652,397) 

(54,461,569) 

Totai receipts 


120,142,139 

72,267,181 

Totai payments 


(80,069,573) 

(54,461,569) 

Net cash flows from operating activities 

30 

40,072,566 

17,805,612 

Cash flows from investing activities 

Purchase of property, piant and equipment 

4 

(19,616,996) 

(17,121,703) 

Purchase of financial assets 


(20,695,027) 

- 

Proceeds from sale of long term receivables 


589,851 

- 

Net cash flows from investing activities 


(39,722,172) 

(17,121,703) 

Cash flows from financing activities 

Proceeds from other financial liabilities 


(235,715) 

(203,557) 

Net cash flows from financing activities 


(235,715) 

(203,557) 

Net increase/(decrease) in cash and cash equivalents 


114,679 

480,352 

Cash and cash equivalents at the beginning of the year 


5,055,734 

4,575,382 

Cash and cash equivalents at the end of the year 

11 

5,170,414 

5,055,734 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annuai Financiai Statements for the year ended 30 June 2010 

Accounting Policies 

1. Preparation of Annual Financial Statements 

The Annuai Financiai Statements have been prepared on an accruai basis of accounting and are in accordance with the 
historicai cost convention, except where indicated otherwise. 

The Annuai Financiai Statements have been prepared in accordance with the Accounting Standards and have adopted the 
transitional provisions as applicable and described below and also in terms of the standards and principles contained in 
Directives 4 and Directive 5 issued by the Accounting Standards Board in March 2009 and have adopted the transitional 
provisions as applicable and described below 

Those standards of GRAP and interpretations of such standards applicable to the operations of the municipality, is 
therefore as follows: 

GRAP 1 Presentation of Financial Statements 

GRAP 2 Cash Flow Statements 

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP 9 Revenue from Exchange Transactions 

GRAP 12 Inventories 

GRAP13 Leases 

GRAP 14 Events after the Reporting Date 

GRAP 16 Investment property 

GRAP 17 Property, Plant and Equipment 

GRAP 19 Provisions, Contingent Liabilities and Contingent Assets 

GAMAP 9 Paragraphs relating to Revenue from Non-Exchange Transactions 

GRAP 102 Intangible Assets 

IPSAS 20 Related Party Disclosure 

IFRS 7 Financial Instruments: Disclosures 

IAS19 Employee Benefits 

lAS 32 Financial Instruments: Presentation 

lAS 39 Financial Instruments: Recognition and Measurement 

IFRIC 4 Determining whether an arrangement contains a lease 

The standards prescribed are the effective Standards of Generally Recognised Accounting Practice (GRAP), including any 
interpretations and directives issued by the Accounting Standards Board. The impact of the mentioned directives on the 
financial statements, specifically Directive 4, is disclosed in the various accounting policies below. 

1.1 Investment property 

Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital appreciation 
or both, rather than for: 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annuai Financiai Statements for the year ended 30 June 2010 

Accounting Policies 


1 .1 Investment property (continued) 

purposes. 

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potentiai that 
are associated with the investment property wiil flow to the municipality, and the cost or fair value of the investment property 
can be measured reliably. 

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 

Where investment property is acquired at no cost or for a nominal cost, its cost is its fair value as at the date of acquisition. 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. If a 
replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced part is 
derecognised. 

The cost of self-constructed investment property is the cost at date of completion. 

Based on management's judgement, the following criteria have been applied to distinguish investment properties from owner 
occupied property or property held for resale: 

• All properties held to earn market-related rentals or for capital appreciation or both and that are not used for 
administrative purposes and that will not be sold within the next 12 months are classified as Investment Properties; 

• Land held for a currently undetermined future use. (If the Municipality has not determined that it will use the land as 
owner-occupied property or for short-term sale in the ordinary course of business, the land is regarded as held for 
capital appreciation); 

• A building owned by the entity (or held by the entity under a finance lease) and leased out under one or more 
operating leases (this will include the property portfolio rented out by the Housing Board on a commercial basis on 
behalf of the municipality); and 

• A building that is vacant but is held to be leased out under one or more operating leases on a commercial basis to 
external parties. 

The following assets do not fall in the ambit of Investment Property and shall be classified as Property, Plant and 
Equipment, Inventory or Non-Current Assets Held for Sale, as appropriate: 

• Property intended for sale in the ordinary course of operations or in the process of construction or development for 
such sale; 

• Property being constructed or developed on behalf of third parties; 

• Owner-occupied property, including (among other things) property held for future use as owner-occupied property, 
property held for future development and subsequent use as owner-occupied property, property occupied by 
employees such as housing for personnel (whether or not the employees pay rent at market rates) and owner- 
occupied property awaiting disposal; 

• Property that is being constructed or developed for future use as investment property; 

• Property that is leased to another entity under a finance lease; 

• Property held to provide a social service and which also generates cash inflows, e.g. property rented out below market 
rental to sporting bodies, schools, low income families, etc; and 

• Property held for strategic purposes or service delivery. 

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or deficit 
when the compensation becomes receivable. 

Property interests held under operating leases are classified and accounted for as investment property in the following 
circumstances: 

When classification is difficult, the criteria used to distinguish investment property from owner-occupied property and from 
property held for sale in the ordinary course of business, are as follows: 

Transitional provision 

Investment property is reported at provisional amounts (Nil value), due to the fact that the initial accounting for Investment 
property was incomplete by the end of a reporting period in which the Standard became effective. 

Investment property was not disclosed in the financial statements for the year ending 30 June 2009 but is disclosed at 
provisional amounts in the current financial statements. Please refer to the notes to the annual financial statements. No other 
retrospective adjustments to provisional amounts were recognised to reflect new information obtained about facts and 
circumstances that existed on the effective date of the Standard 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annuai Financiai Statements for the year ended 30 June 2010 

Accounting Policies 


1 .1 Investment property (continued) 

It is expected that the measurement of investment property wiil be addressed in conjunction with efforts reiated to Property, 
piant and equipment which are expected to be finaiised by 30 June 201 1 . 

1.2 Property, plant and equipment 

Property, piant and equipment are tangibie non-current assets (including infrastructure assets) that are heid for use in the 
production or suppiy of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, piant and equipment is recognised as an asset when: 

• it is probabie that future economic benefits or service potentiai associated with the item wiil flow to the 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

Property, plant and equipment are initially recognised at cost on its acquisition date or in the case of assets acquired by grant 
or donation, deemed cost, being the fair value of the asset on initial recognition. The cost of an item of property, plant and 
equipment is the purchase price and other costs attributable to bring the asset to the location and condition necessary for it to 
be capable of operating in the manner intended by the municipality. Trade discounts and rebates are deducted in arriving at the 
cost. The cost also includes the necessary costs of dismantling and removing the asset and restoring the site on which it is 
located. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is 
deemed to be equal to the fair value of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
restated proportionately with the change in the gross carrying amount of the asset so that the carrying amount of the asset after 
revaluation equals its revalued amount. 

Property, plant and equipment are depreciated over their expected useful lives to their estimated residual value. 

Land is not depreciated as it is regarded as having an infinite life. Depreciation on assets other than land is calculated on cost, 
using the straight line method, to allocate their cost or revalued amounts to their residual values over the estimated useful lives 
of the assets. The depreciation method used reflects the pattern in which the asset’s future economic benefits or service 
potential are expected to be consumed by the municipality. Components of assets that are significant in relation to the whole 
asset and that have different useful lives, are depreciated separately. The depreciation rates are based on the following 
estimated useful lives. 

Depreciation only commences when the asset is available for use, unless stated otherwise. 
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1 .2 Property, plant and equipment (continued) 

Subsequent expenditure reiating to property, piant and equipment is capitalised if it is probable that future economic benefits or 
potential service delivery associated with the subsequent expenditure wiil flow to the entity and the cost or fair vaiue of the 
subsequent expenditure can be reliabiy measured. Subsequent expenditure incurred on an asset is oniy capitalised when it 
increases the capacity or future economic benefits associated with the asset. Where the municipaiity repiaces parts of an 
asset, it derecognises the part of the asset being replaced and capitalises the new component. 

Compensation from third parties for items of property, plant and equipment that were impaired, iost or given up is inciuded in 
surpius or deficit when the compensation becomes receivabie. 

The useful lives of items of property, piant and equipment have been assessed as foliows: 


Item 

Average useful life 

Infrastructure 

• Roads and paving 

1 0-50 years 

• Cemetries 

1 5-30 years 

• Airports 

20-25 years 

• Sewerage 

25 years 

• Housing 

Not depreciated 

Other 

• Buiidings 

1 0-30 years 

• Plant and machinery 

4-15 years 

• iT equipment 

5 years 

• Furniture and fittings 

7 years 

Community 

• Assets under construction 

Not depreciated 

• Eiectricity 

1 0-50 years 


The residuai value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. if 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in reiation to the totai cost of the item is 
depreciated separateiy. 

Incomplete Construction work 

Incompiete construction work is stated at historicai cost. Depreciation only commences when the asset is avaiiabie for use. 

Finance Leases 

Assets capitaiised under finance ieases are depreciated over their expected usefui iives on the same basis as PPE controiled 
by the entity or where shorter, the term of the reievant iease if there is no reasonabie certainty that the municipaiity wili obtain 
ownership by the end of the lease term. 

Heritage assets 

Heritage assets, which are cuituraliy significant resources and which are shown at cost, are not depreciated owing to 
uncertainty regarding their estimated usefui iives. 

Infrastructure assets 

Infrastructure Assets are any assets that are part of a network of similar assets. Infrastructure assets are shown at cost less 
accumulated depreciation and accumulated impairment. Infrastructure assets are treated similarly to all other assets of the 
municipality in terms of the asset management poiicy. 

Derecognition of property plant and equipment 

The carrying amount of an item of property, piant and equipment is derecognised on disposai, or when no future economic 
benefits or service potentiai are expected from its use or disposai. 

The gain or ioss arising from the derecognition of an item of property, piant and equipment is included in surpius or deficit when 
the item is derecognised. Gains are not included in revenue. 

Gains or iosses are caicuiated as the difference between the net book vaiue of assets (cost iess accumuiated depreciation and 
accumulated impairment losses) and the sales proceeds is inciuded in the Statement of Financiai Performance as a gain or 
ioss on disposai of property, piant and equipment. 
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1 .2 Property, plant and equipment (continued) 

Transitional provisions 

In terms of directive 4 the municipaiity is not required to measure property, piant and equipment for reporting periods beginning 
on or after a date within three years foilowing the date of initial adoption of the Standard of GRAP on Property, Plant and 
Equipment. The Standard of GRAP on Property, Plant and Equipment was initially adopted on 1 July 2008. 

Due to the fact that the municipality has taken advantage of the transitional provisions, property, plant and equipment were not 
recognised and measured in accordance with the Standards of GRAP on: Property, Plant and Equipment, the Presentation of 
Financial Statements, Effect of Changes in Foreign Exchange Transactions, Leases ,Segment Reporting, and Non-current 
Assets Fleld for Sale and Discontinued Operations. 

Property, plant and equipment acquired prior to the date of initial adoption of the Standard of GRAP is measured at provisional 
amounts (Nil value) in line with Directive 4. Additions to property plant and equipment since the Standard of GRAP on Property, 
Plant and Equipment was initially adopted are recognised at cost. No depreciation is recognised on these assets as all the 
related elements of the depreciation calculation could not be considered at year end. 

No measurement adjustments were made for the year ending 30 June 201 0. 

Impairment of assets 
Cash generating assets 

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any such 
indication exists, the municipality estimates the recoverable amount of the asset. 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not 
possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-generating unit to 
which the asset belongs is determined. 

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in 
use. 

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its 
recoverable amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation is recognised immediately in surplus or deficit. 
An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is less than the carrying 
amount of the unit. The impairment loss is allocated to reduce the carrying amount of the assets of the unit as follows: 

• to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for assets may no longer exist or may have decreased. If any such indication exists, the recoverable amounts of those 
assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined had no impairment loss been recognised for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation is recognised immediately in surplus 
or deficit. 

Impairment of non cash generating assets 

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any such 
indication exists, the municipality estimates the recoverable service amount of the asset. 

If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the individual asset. If 
it is not possible to estimate the recoverable service amount of the individual asset, the recoverable service amount of the 
cash-generating unit to which the asset belongs is determined. 

The recoverable service amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its 
value in use. 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its 
recoverable service amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation is recognised immediately in surplus or deficit. 
An impairment loss is recognised for cash-generating units if the recoverable service amount of the unit is less than the 
carrying amount of the unit. The impairment loss is allocated to reduce the carrying amount of the assets of the unit as follows: 

• to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 
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1 .2 Property, plant and equipment (continued) 

A municipaiity assesses at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for assets may no longer exist or may have decreased. If any such indication exists, the recoverable service amounts 
of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined had no impairment loss been recognised for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit. 

1.3 Financial instruments 
Classification 

The classification of financial assets and liabilities into categories, is based on judgement by management. 

The municipality classifies financial assets and financial liabilities into the following categories: 

The municipality has various types of financial instruments and these can be broadly categorised as either Financial Assets or 
Financial Liabilities. 

A financial asset is any asset that a cash or contractual right to receive cash or another financial asset or equity. The 
municipality has the following types of financial assets: 

• Investments in Fixed Deposits (Banking Institutions, etc) 

• Long-term Receivables 

• Consumer Debtors 

• Certain Other Debtors 

• Short-term Investment Deposits 

• Bank Balances and Cash 

The Financial Assets of the municipality are classified as follows into the four categories allowed: 

Type of Financial Asset Classification in terms of lAS 39.09 

Short-term Investment Deposits - Call Fleld-to-maturity investments 

Bank Balances and Cash Cash and Cash equivalents 

Long-term Receivables Loans and receivables 

Consumer Debtors Loans and receivables 

Other Debtors Loans and receivables 

Investments in Fixed Deposits Fleld-to-maturity investments 

Loans and Receivables are non derivative financial assets with fixed or determinable payments that are not quoted in an active 
market. They are included in current assets, except for maturities greater than 12 months, which are classified as non-current 
assets. Loans and receivables are recognised initially at cost which represents fair value. After initial recognition Financial 
Assets are measured at amortised cost, using the effective interest rate method less a provision for impairment. 

Fleld-to-Maturity Investments are financial assets with fixed or determinable payments and fixed maturity where the municipality 
has the positive intent and ability to hold the investment to maturity. 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents are short- 
term highly liquid investments, readily convertible into known amounts of cash, that are held with registered banking institutions 
with maturities of three months or less and are subject to an insignificant risk of change in value. For the purposes of the cash 
flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with banks, net of bank overdrafts. 

The municipality categorises cash and cash equivalents as financial assets.. 

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity. The municipality has 
the following types of financial liabilities: 

• Long-term Liabilities 

• Certain Other Creditors 

• Bank Overdraft 

• Short-term loans 

• Current Portion of Long-term Liabilities 
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• Consumer Deposits 

There are two main categories of Financiai Liabilities, the classification determining how they are measured. Financial 
liabilities may be measured as: 

• Fair value through profit or loss; or 

• Other financial liabilities. 

Financial liabilities that are measured at fair value through profit or loss are financial liabilities that are essentially held for 
trading (i.e. purchased with the intention to sell or repurchase in the short term; derivatives other than hedging instruments or 
are part of a portfolio of financial instruments where there is recent actual evidence of short-term profiteering or are 
derivatives). Financial liabilities that are measured at fair value through profit or loss are stated at fair value, with any resulting 
gain or loss recognised in the Statement of Financial Performance. 

Any other financial liabilities are classified as "Other financial liabilities" and are initially measured at fair value, net of 
transaction costs. Other financial liabilities are subsequently measured at amortised cost using the effective interest method, 
with interest expense recognised on an effective yield basis. 

In accordance with lAS 39.09 the Financial Liabilities of the municipality are all classified as "Other financial liabilities". 

Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at inltlal 
recognition. Classification is re-assessed on an annual basis, except for derivatives and financial assets designated as at fair 
value through surplus or deficit, which shall not be classified out of the fair value through surplus or deficit category. 

Initial recognition and measurement 

Regular way purchases of financial assets are accounted for at trade date. 

Financial assets 

Fleld-to-maturity Investments and Loans and Receivables are initially measured at fair value plus transaction costs that are 
directly attributable to the acquisition or issue of the financial asset. Subsequently, these assets are measured at amortised 
cost using the Effective Interest Method less any impairment, with revenue recognised on an effective yield basis. 

Financial liabilities 

Financial liabilities at fair value are initially and subsequently measured at fair value. Other financial liabilities are measured at 
amortised cost using the effective interest rate method. 

Impairment of financial assets 

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are impalred where 
there is objective evidence of impairment of Financial Assets (such as the probability of insolvency or significant financial 
difficulties of the debtor). If there is such evidence the recoverable amount is estimated and an impairment loss is recognised 
in surplus or deficit. 

A provision for impairment of trade receivables is established when there is objective evidence that the municipality will not be 
able to collect all amounts due according to the original terms of receivables. The amount of the provision is the difference 
between the asset's carrying amount and the present value of estimated future cash flows, discounted at the original effective 
interest rate. 

Consumer Debtors are stated at cost less a provision for impairment. The provision is made whereby the recoverability of 
Consumer Debtors is assessed individually and then collectively after grouping the assets in financial assets with similar credit 
risk characteristics. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception 
of trade receivables, where the carrying amount is reduced through the use of an allowance account. When a trade receivable 
is considered uncollectible, it is written off against the allowance account. Subsequent recoveries of amounts previously 
written off are credited against the allowance account. Changes in the carrying amount of the allowance account are 
recognised in the surplus or deficit for the year. 

In a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event 
occurring after the impairment was recognised, the previously recognised impairment loss is reversed through the surplus or 
deficit for the year to the extent that the carrying amount of the investment at the date the impairment is reversed does not 
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1.3 Financial instruments (continued) 

exceed what the amortised cost wouid have been had the impairment not been recognised. 

Transitional Provisions 

Financiai Assets and Liabilities and the information relating thereto were presented and disclosed in accordance with the 
requirements of the old version of lAS 32 in the previous financial year and not in accordance with the requirements of the new 
lAS 32 and IFRS 7 as these requirements were exempted in terms of General Notice 522 of 2007. Financial Assets and 
Liabilities and the information relating thereto are presented and disclosed for the financial year ended 30 June 2009 (and 
retrospectively, where practicable) in accordance with the requirements of the new version of lAS 32 and IFRS 7 and GRAP 3. 

Financial instruments were initially measured at cost and not at fair value in the previous financial year as required by lAS 
39.43, AG 64, AG 65, AG 79 and SAICA Circular 9 as this requirement was exempted in terms of General Notice 522 of 2007. 
Financial instruments are now initially measured at fair value for the financial year ended 30 June 2009 (and retrospectively, 
where practicable) in accordance with the requirements of lAS 39.43, lAS 39 AG.64, lAS 39 AG.65, lAS 39 AG.79, SAICA 
Circular 9 and GRAP 3. 

Trade and other receivables 

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using the 
effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in surplus or deficit 
when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, probability that the 
debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days overdue) 
are considered indicators that the trade receivable is impaired. The allowance recognised is measured as the difference 
between the asset's carrying amount and the present value of estimated future cash flows discounted at the effective interest 
rate computed at initial recognition. 

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is 
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectible, it is written off against the 
allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against 
operating expenses in surplus or deficit. 

Trade and other receivables are classified as loans and receivables. 

Trade and other payables 

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective 
interest rate method. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments that 
are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These are initially 
and subsequently recorded at fair value. 

Held to maturity 

These financial assets are initially measured at fair value plus direct transaction costs. 

At subsequent reporting dates these are measured at amortised cost using the effective interest rate method, less any 
impairment loss recognised to reflect irrecoverable amounts. An impairment loss is recognised in surplus or deficit when there 
is objective evidence that the asset is impaired, and is measured as the difference between the investment’s carrying amount 
and the present value of estimated future cash flows discounted at the effective interest rate computed at initial recognition. 
Impairment losses are reversed in subsequent periods when an increase in the investment’s recoverable amount can be 
related objectively to an event occurring after the impairment was recognised, subject to the restriction that the carrying amount 
of the investment at the date the impairment is reversed shall not exceed what the amortised cost would have been had the 
impairment not been recognised. 

Financial assets that the municipality has the positive intention and ability to hold to maturity are classified as held to maturity. 

Derecognition 
Financial Assets 
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The municipality derecognises Financiai Assets only when the contractual rights to the cash flows from the asset expire or it 
transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity, except when 
Council approves the write-off of Financial Assets due to non recoverability. 

If the municipality neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the 
transferred asset, the municipality recognises its retained interest in the asset and an associated liability for amounts it may 
have to pay. If the municipality retains substantially all the risks and rewards of ownership of a transferred financial asset, the 
municipality continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds 
received. 

Flnancial liabilities 

The municipality derecognises Financial Liabilities when, and only when, the municipality's obligations are discharged, 
cancelled or they expire. 

1 .4 Leases 

The municipality as a lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are 
transferred to the municipality. Property, plant and equipment or Intangible Assets subject to finance lease agreements are 
capitalised at amounts equal to the fair value of the leased asset or, if lower, the present value of the minimum lease payments, 
each determined at the inception of the lease. Corresponding liabilities are included as Finance Lease Liabilities. The 
corresponding liabilities are initially recognised at the inception of the lease and are measured as the sum of the minimum 
lease payments due in terms of the lease agreement, discounted for the effect of interest. In discounting the lease payments, 
the municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual value to the fair 
value of the asset plus any direct costs incurred. Lease payments are allocated between the lease finance cost and the capital 
repayment using the effective interest rate method. Lease finance costs are expensed when incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies 
applicable to property, plant, equipment or intangible assets. The lease liability is reduced by the lease payments, which are 
allocated between the lease finance cost and the capital repayment using the effective interest rate method. Lease finance 
costs are expensed when incurred. The accounting policies relating to derecognition of financial instruments are applied to 
lease payables. The lease asset is depreciated over the shorter of the asset's useful life or the lease term. 


Finance leases - lessor 

Operating lease rental income is recognised on a straight-line basis over the term of the relevant lease. 

Transitional provisions 

In terms of Directive 4, the municipality is not required to recognise finance lease assets/liabilities in the financial statements in 
relation to those Property, plant and equipment that has not been recognised as a result of applying the transitional provisions 
in the Standards of GRAP related to Property, plant and equipment. 

The disclosure requirements included in the Standard of GRAP on Leases were applied insofar as the lease assets/ liabilities 
have been identified. 

No measurement adjustments were made for the year ending 30 June 201 0. The future lease commitments not disclosed in 
the financial statements for the year ending 30 June 2009 are now however disclosed in the financial statements. 

It is anticipated that the requirements of the Standard of GRAP on Leases will be applied in the financial statements for the 
year ending 30 June 2012 when the transitional provisions in the Standards of GRAP on Property, Plant and Equipment expire. 

1.5 Inventories 

Inventories comprise current assets held for sale, current assets for consumption or distribution during the ordinary course of 
business. Inventories are initially measured at cost except where inventories are acquired at no cost, or for nominal 
consideration, then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 
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Inventories are measured at the iower of cost and current repiacement cost where they are heid for; 

• distribution at no charge or for a nominai charge; or 

• consumption in the production process of goods to be distributed at no charge or for a nominai charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 

Where inventory is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is 
deemed to be equal to the fair value of the item on the date acquired. 

Direct costs relating to properties that will be sold as inventory are accumulated for each separately identifiable development. 
Costs also include a proportion of overhead costs 

Subsequent measurement 

Consumable stores, raw materials, work-in-progress and finished goods are valued at the lower of cost and net realisable 
value. In general, the basis of determining cost is the weighted average cost of commodities. If inventories are to be 
distributed at no charge or for a nominal charge they are valued at the lower of cost and current replacement cost. 

Unsold properties are valued at the lower of cost and net realisable value on a weighted average cost basis. 

Redundant and slow-moving inventories are identified and written down from cost to net realisable value with regard to their 
estimated economic or realisable values and sold by public auction. Net realisable value is the estimated selling price in the 
ordinary course of business, less applicable variable selling expenses. Differences arising on the valuation of inventory are 
recognised in the Statement of surplus and deficit in the year in which they arose. The amount of any reversal of any write- 
down of inventories arising from an increase in net realisable value or current replacement cost is recognised as a reduction in 
the amount of inventories recognised as an expense in the period in which the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, distributed, written off 
or consumed, unless that cost qualifies for capitalisation to the cost of another asset.. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition.Where inventory is manufactured, constructed or produced, the cost includes 
the cost of labour, materials and overheads used during the manufacturing process. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 

Transitional provision 

According to the transitional provision, the municipality is not required to measure inventories for reporting periods beginning 
on or after a date within three years following the date of initial adoption of the Standard of GRAP on Inventories. Inventories 
has accordingly been recognised at provisional amounts, as disclosed in 8. The transitional provision expires on 30 June 2012. 

1 .6 Non-current assets held for sale and disposal groups 

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered principally 
through a sale transaction rather than through continuing use. This condition is regarded as met only when the sale is highly 
probable and the asset (or disposal group) is available for immediate sale in its present condition. Management must be 
committed to the sale, which should be expected to qualify for recognition as a completed sale within one year from the date of 
classification. 

Non-current assets held for sale (or disposal group) are measured at the lower of its carrying amount and fair value less costs 
to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or while it is part of a disposal group 
classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are recognised in surplus 
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or deficit. 


1 .7 Impairment of cash-generating assets 

Cash-generating assets are those assets heid by the municipaiity with the primary objective of generating a commerciai return. 
When an asset is depioyed in a manner consistent with that adopted by a profit-orientated entity, it generates a commerciai 
return. 

Impairment is a ioss in the future economic benefits or service potentiai of an asset, over and above the systematic recognition 
of the ioss of the asset’s future economic benefits or service potentiai through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financiai position after deducting any 
accumuiated depreciation and accumuiated impairment iosses thereon. 

A cash-generating unit is the smailest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Useful life is either: 

• (a) the period of time over which an asset is expected to be used by the municipality; or 

• (b) the number of production or similar units expected to be obtained from the asset by the municipality. 

1 .8 Employee benefits 
Short-term employee benefits 

Remuneration to employees is recognised in the Statement of surplus and deficit as the services are rendered, except for non- 
accumulating benefits, which are only recognised when the specific event occurs. 

The municipality has opted to treat its provision for leave pay as an accrual. 

The costs of all short-term employee benefits such as leave pay, are recognised during the period in which the employee 
renders the related service. The liability for leave pay is based on the total accrued leave days at year end and is shown as a 
creditor. The municipality recognises the expected cost of performance bonuses only when the municipality has a present 
legal or constructive obligation to make such payment and a reliable estimate can be made. 

Defined contribution plans 

A defined contribution plan is a plan under which the municipality pays fixed contributions into a separate entity. The 
municipality has no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay 
all employees the benefits relating to service in the current or prior periods. 

The municipality’s contributions to the defined contribution funds are established in terms of the rules governing those plans. 
Contributions are recognised in the Statement of suplus and deficit in the period in which the service is rendered by the 
relevant employees. The municipality has no further payment obligations once the contributions have been paid. 

1.9 Provisions and contingencies 
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1.9 Provisions and contingencies (continued) 

Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a 
provision where there is sufficient objective evidence that they will occur. Gains from the expected disposal of 
assets are not taken into account in measuring a provision. Provisions are not recognised for future operating 
losses. The present obligation under an onerous contract is recognised and measured as a provision. 

Provisions are reviewed at reporting date and the amount of a provision is the present value of the expenditure 
expected to be required to settle the obligation. When the effect of discounting is material, provisions are 
determined by discounting the expected future cash flows that reflect current market assessments of the time 
value of money. The impact of the periodic unwinding of the discount is recognised in the surplus or deficit for 
the year as a finance cost as it occurs. 

Transitional provision 

In terms of Directive 4, the municipality is not required to recognise provisions (which form part of the cost of an asset) as a 
result of applying the transitional provisions in the Standards of GRAP on Property, Plant and Equipment. The disclosure 
requirements about the provisions related to the assets is however disclosed in accordance with the Standard of GRAP on 
Provisions, Contingent Liabilities and Contingent Assets. 

The provision for landfill sites was neither disclosed nor recognised in the financial statements for the year ending 30 June 
2010 . 

Except for the provision for landfill site no other provisions were affected by the transitional provisions set out in Directive 4 and 
no other measurement adjustments were made for the year ending 30 June 2010. 


1.10 Revenue from exchange transactions 
Service Charges 

Service charges relating to electricity are based on consumption. Meters are read on a monthly basis and are recognised as 
revenue when invoiced. Provisional estimates of consumption, based on the consumption history, are made monthly when 
meter readings have not been performed. The provisional estimates of consumption are recognised as revenue when 
invoiced, except at year-end when estimates of consumption up to year-end are recorded as revenue without being invoiced. 

Adjustments to provisional estimates of consumption are made in the invoicing period in which meters have been read. These 
adjustments are recognised as revenue in the invoicing period. In respect of estimates of consumption between the last 
reading date and the reporting date, an accrual is made based on the average monthly consumption of consumers. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved tariff to each 
property that has improvements. Tariffs are determined per category of property usage, and are levied monthly based on the 
number of refuse containers on each property, regardless of whether or not all containers are emptied during the month. 

Finance income 

Interest earned on investments is recognised in the Statement of Financial Performance on the time proportionate basis that 
takes into account the effective yield on the investment. 

Tariff charges 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is rendered by 
applying the relevant authorised tariff. This includes the issuing of licences and permits. 

Income from agency services 
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1.10 Revenue from exchange transactions (continued) 

Income for agency services is recognised on a monthly basis once the income coilected on behalf of agents has been 
quantified. The income recognised is in terms of the agency agreement. 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

• The municipality has transferred to the buyer the significant risks and rewards of ownership of the goods. 

• The municipality retains neither continuing managerial involvement to the degree usually associated with ownership 
nor effective control over the goods sold. 

• The amount of revenue can be measured reliably. 

• It is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality. 

• The costs incurred or to be incurred in respect of the transaction can be measured reliably. 


Rentals 

Revenue from the rental of facilities and equipment classified as operating leases is recognised on a straight-line basis over 
the term of the lease agreement, where such lease periods span over more than one financial year. 

1.11 Revenue from non-exchange transactions 

Measurement 

Rates, including collection charges and penalties interest 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection charges are 
recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a time proportion 
basis with reference to the principal amount receivable and effective interest rate applicable. A composite rating system 
charging different rate tariffs is employed. Rebates are granted to certain categories of ratepayers and are deducted from 
revenue. 

Fines 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when payment is 
received, together with an estimate of spot fines and summonses that will received based on past experience of amounts 
collected. 

Public contributions 

Revenue from public contributions is recognised when all conditions associated with the contribution have been met or where 
the contribution is to finance property, plant and equipment, when such items of property, plant and equipment are brought into 
use. Where public contributions have been received and the municipality has not met the condition, a liability is recognised. 

Other Donations and contributions 

Donations are recognised on a cash receipt basis or where the donation is in the form of property, plant and equipment, when 
such items of property, plant and equipment are available for use. 

Government grants 

Income received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality 
has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligations have not been met, a liability is recognised. Government grants that are receivable as compensation 
for expenses or losses already incurred or for the purpose of giving immediate financial support to the municipality with no 
future related costs, are recognised in the Statement of surplus and deficit in the year in which they become receivable. 

Interest earned on investments is treated in accordance with grant conditions. If it is payable to the funder it is recorded as part 
of the creditor and if it is the municipality’s interest it is recognised as interest earned in the Statement of surplus and deficit. 

Accounted for government grants and receipts in the previous financial year in accordance with the requirements of lAS 20.24 
and .26, GAMAP 12.8, GAMAP 17.25 and GAMAP 9.42 - .46, as appropriate, and not in accordance with the requirements of 
the entire lAS 20 as these requirements, other than lAS 20.24 and .26, were exempted in terms of General Notice 522 of 2007. 

Accounted for government grants and receipts for the year ended 30 June 2009 (and retrospectively, where practicable) in 
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1.11 Revenue from non-exchange transactions (continued) 

accordance with the requirements of GAMAP 9.42 - .46 and ASB Directives 4. 

Government grants are recognised as revenue when: 

Other grants and donations 

The municipality transfers money to individuais, organisations and other sectors of government from time to time. When 
making these transfers, the municipaiity does not: 

• receive any goods or services directiy in return, as wouid be expected in a purchase or sale transaction; 

• expect to be repaid in future; or 

• expect a financial return, as would be expected from an investment. 

These transfers are recognised in the Statement of surplus or deficit as expenses in the period that the events giving rise to the 
transfer occurred. 

1.12 Revenue recognition 

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in the ordinary 
course of the municipality’s activities. Revenue is shown net of value-added tax, returns, rebates and discounts. 

The municipality recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic 
benefits or service benefit will flow to the municipality and when specific criteria have been met for each of the municipalities’ 
activities as described below. The amount of revenue is not considered to be reliably measurable until all contingencies relating 
to the sale have been resolved. The municipality bases its estimates on historical results, taking into consideration the type of 
customer, the type of transaction and the specifics of each arrangement. 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services rendered / 
goods sold, the value of which approximates the consideration received or receivable. 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another entity 
without directly giving approximately equal value in exchange. Revenue from non-exchange transactions is generally 
recognised to the extent that the related receipt or receivable qualifies for recognition as an asset and there is no liability to 
repay the amount. 

1.13 VAT 

The Municipality accounts for Value Added Tax on the payments basis. 

1.14 Comparative figures 

When the presentation or classification of items in the Annual Financial Statements is amended, prior period comparative 
amounts are reclassified. The nature and reasons for the reclassification are disclosed. 

1.15 Unauthorised expenditure 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an 
allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant 
that is not permitted in terms of the Municipal Finance Management Act (Act No 56 of 2003). Unauthorised expenditure is 
accounted for as an expense in the Statement of Financial Performance. If the expenditure is not condoned by the Council it is 
treated as an asset until it is recovered or written off as irrecoverable. 

1.16 Revenue from Recovery of Unauthorised, Irregular, Fruitless and Wasteful Expenditure 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, 
including those set out in the Municipal Finance Management Act (Act No.56 of 2003) and is recognised when the recovery 
thereof from the responsible councillors or officials is virtually certain. Such revenue is based on legislated procedures. 


1.17 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No 56 of 2003), the 
Municipal Systems Act (Act No 32 of 2000), the Public Office Bearers Act (Act No 20 of 1998) or is in contravention of the 
Municipality’s or Municipal Entities' supply chain management policies. Irregular expenditure excludes unauthorised 
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1.17 Irregular expenditure (continued) 

expenditure. Irreguiar expenditure is accounted for as an expense in the Statement of surpius or deficit. If the expenditure is not 
condoned by the Councii it is treated as an asset until it is recovered or written off as irrecoverable. 

1.18 Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care 
been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of surplus and deficit. If 
the expenditure is not condoned by the Council it is treated as an asset until it is recovered or written off as irrecoverable 

1.19 Presentation of currency 

The Annual Financial Statements are presented in South African Rand, rounded off to the nearest Rand which is the 
municipality's functional currency. 

1.20 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard of 
GRAP 

1.21 Changes in accounting policies, estimates and errors 

Changes in accounting policies that are affected by management have been applied retrospectively in accordance with GRAP 
3 requirements, except to the extent that it is impracticable to determine the period-specific effects or the cumulative effect of 
the change in policy. In such cases the municipality shall restate the opening balances of assets, liabilities and net assets for 
the earliest period for which retrospective restatement is practicable. 

Although the retrospective application, where practicable, of changes in accounting policies affected by management in 
accordance with the requirements of GRAP 3 was exempted in the previous financial year in terms of General Notice 522 of 
2007 (providing that these changes in accounting policies were applied prospectively by the municipality), the National 
Treasury approved a deviation from the basis of accounting applicable to the municipality in terms of the above-mentioned 
General Notice which granted the municipality the retrospective application, where practicable, of changes in accounting 
policies affected by management in the previous financial year. Continued to apply changes in accounting policies affected by 
management retrospectively, where practicable, for the financial year ended 30 June 2009 in accordance with the requirements 
of GRAP 3. 

Changes in accounting estimates are applied prospectively in accordance with GRAP 3 requirements. Details of changes in 
estimates are disclosed in the notes to the annual financial statements where applicable. 

Correction of Errors is applied retrospectively in the period in which the error has occurred in accordance with GRAP 3 
requirements, except to the extent that it is impracticable to determine the period-specific effects or the cumulative effect of the 
error. In such cases the municipality shall restate the opening balances of assets, liabilities and net assets for the earliest 
period for which retrospective restatement is practicable. 

Although the identification and disclosure of the impact of GRAP standards that have been issued but are not yet effective was 
exempted in the previous financial year in terms of General Notice 522 of 2007, the National Treasury approved a deviation 
from the basis of accounting applicable to the municipality in terms of the above-mentioned General Notice which granted the 
municipality the identification and disclosure of the impact of GRAP standards that have been issued but are not yet effective in 
the previous financial year. Continued to identify and disclose the impact of GRAP standards that have been issued but are not 
yet effective for the financial year ended 30 June 2009 in accordance with the requirements of GRAP 3. 

1 .22 Related parties 

Individuals as well as their close family members, and/or entities are related parties if one party has the ability, directly or 
indirectly, to control or jointly control the other party or exercise significant influence over the other party in making financial 
and/or operating decisions. Key management personnel is defined as the Municipal Manager, Chief Financial Officer and all 
other managers reporting directly to the Municipal Manager or as designated by the Municipal Manager. 

1.23 Contingent assets and contingent iiabilities 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the notes to the annual financial 
statements. 
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1.24 Treatment of administration and other overhead expenses 

The costs of internai support services are transferred to the various services and departments to whom resources are made 
avaiiabie 

1.25 Events after the reporting date 

Events after the reporting date that are ciassified as adjusting events have been accounted for in the Annuai Financiai 
Statements. The events after the reporting date that are classified as non-adjusting events after the reporting date have been 
disclosed in the notes to the Annual Financial Statements. 

1.26 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality 
has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligations have not been met a liability is recognised. 

1.27 Reserves 

In terms of Directive 4, all balances in reserves and trust fund accounts that are not represented by cash on the date of 
transition should be transferred to the opening balance of the accumulated surplus/(deficit) account in the statement of 
changes in net assets. 

Reserves were still disclosed separately in the statement of financial position in the financial statements for the year ending 30 
June 2009. The Reserves not represented by cash on the date of transition was transferred to the opening balance of the 
accumulated surplus/(deficit) account as at 1 July 2008 in the statement of changes in net assets. 


1.28 Going concern 

The Annual Financial Statements have been prepared on a going concern basis. 

1.29 Standards, amendments to standards and interpretations issued but not yet effective 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the municipality: 

• GRAP 18 Segment Reporting 

• GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers) 

• GRAP 24 Presentation of Budget Information in Financial Statements 

• GRAP 103 Fleritage Assets 

• GRAP 104 Financial Instruments 

• GRAP 26 Impairment of cash generating assets 

• GRAP 25 Employee benefits 

• GRAP 21 Impairment of non cash generating assets 

Application of all of the above GRAP standards will be effective from a date to be announced by the Minister of Finance. This 
date is not currently available. 

Management has considered all the of the above-mentioned GRAP standards issued but not yet effective and anticipates that 
the adoption of these standards will not have a significant impact on the financial position, financial performance or cash flows 
of the municipality. 
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2. Changes in accounting policy 

Accounting Policies have been consistently applied, except as indicated below: 

The municipality changes an accounting policy only if the change: 

a) is required by a Standard of GRAP; or 

b) results in the financial statements providing reliable and more relevant information about the effects of transactions, 
other events or conditions on the performance or cash flow. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice on a basis consistent with the prior year except for the adoption of the following new or revised standards. 

The following adjustments were made to amounts previously reported in the annual financial statements of the municipality 
arising from the recognition of items as required for the disclosure of GRAP compliant annual financial statements: 


Statement of financial position 
Property, plant and equipment 


Previously stated 

- 

12,587,621 

Adjustment to Accumulated surplus / (deficit) 

- 

(12,587,621) 


- 

- 

Long term debtors 

Previously stated 

(113,452) 

464,372 

Adjustment to Accumulated surplus / (deficit) 

113,452 

(464,372) 


- 

- 

Provision for landfill site rehabilitation 

Previously stated 


(500,000) 

Adjustment to Accumulated surplus / (deficit) 

- 

500,000 


- 

- 

Reserves 

Previously stated 


(439,828) 

Adjustment to Accumulated surplus / (deficit) 

- 

439,828 


- 

- 

Accumulated funds 

Previously stated 


(32,853,818) 

Adjustment to Accumulated surplus / (deficit) 

- 

32,853,818 


- 

- 

Other adjustments 

Trust funds not re-classified as Unspent conditional grants 


(173,427) 

Correction to repairs an maintenance reserve (written off) 

- 

(10,000) 

Adjustment to Accumulated surplus / (deficit) 

- 

183,427 


- 

- 

Accumulated surplus / deficit 

Transferfrom Fixed assets 


(12,587,621) 

Transferfrom Long term debtors 

113,452 

(464,372) 

Landfill site written back 

- 

500,000 

Transfer from Accumulated funds 

“ 

32,853,818 
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2. Changes in accounting policy (continued) 

Transfer from Reserves - 439,828 

Post retirement medicai aid - (6,239,027) 

Other adjustments - 183,427 


113,452 14,686,053 


Post retirement medical aid 

Previously stated 

Recognition of post retirement medical aid obligation at 1 July 2009 - 6,239,027 

^ 6,239,027 


Trust fund 

Previously stated - (5,681,246) 

Adjustment - 5,681,246 


Unspent conditional grants 

Adjustment - 14,648,467 


Trade and other payables 

Previously stated - (17,898,622) 

Adjustment - 7,012,721 

^ (10,885,901) 


3. Investment property 



2010 

2009 


Cost / Accumulated Carrying vaiue Cost / 

Valuation depreciation Valuation 

Accumuiated Carrying vaiue 
depreciation 

Investment property 

- 

- 


Transitional provisions 

The municipality has elected to adopt the transitional provisions for GRAP 16, Investment property, as per paragraph 67 of 
Directive 4. According to the transitional provisions, the municipality is not required to measure investment property for 
reporting periods beginning on or after a date within three years following the date of initial adoption of the Standard of GRAP 
on Investment property. Investment property has accordingly been recognised at provisional amounts. The transitional 
provision expires on 30 June 2012. Refer to note 4 with respect to the progress of the municipality being fully compliant with 
GRAP 17. 

4. Property, plant and equipment 


2010 


2009 



Cost / 
Valuation 

Accumuiated Carrying vaiue 
depreciation 

Cost / Accumuiated Carrying vaiue 

Valuation depreciation 

Buildings 

408,311 

408,311 

- 

- 

- 

Plant and machinery 

1,259,905 

1,259,905 

- 

- 

- 

Furniture and fixtures 

873,733 

873,733 

- 

- 

- 

Motor vehicles 

191,541 

191,541 

- 

- 

- 

IT equipment 

149,651 

149,651 

- 

- 

- 

Infrastructure 

16,687,480 

16,687,480 

- 

- 

- 

Community 

46,375 

46,375 

- 

- 

- 
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4. Property, plant and equipment (continued) 

Total 19,616,996 - 19,616,996 


Reconciliation of property, plant and equipment - 2010 



Opening Additions 

balance 

Total 

Buildings 

408,311 

408,311 

Plant and machinery 

1,259,905 

1,259,905 

Furniture and fixtures 

873,733 

873,733 

Motor vehicles 

191,541 

191,541 

IT equipment 

149,651 

149,651 

Infrastructure 

16,687,480 

16,687,480 

Community 

46,375 

46,375 


19,616,996 

19,616,996 


A register containing the information required by section 63 of the Municipai Finance Management Act is avaiiabie for 
inspection at the registered office of the municipaiity. The municipality has deveioped a comprehensive asset register 
encompassing movabie assets, iand, buiidings and infrastructure assets. 

The foliowing progress has been achieved with regards to the deveiopment of an asset register: 

Desk top exercise 

A desk top exercise was performed to understand what data and information is avaiiable and to collect, collate and consolidate 
that data into workstream specific repositories. This enabled the identification of what data is not available per workstream. 

The final stage was the apportionment of globular figures in preparation for unbundling of “loans redeemed and other capital 
receipts” account and recording the asset classes individually in the fixed asset register. 

Verification and conditional assessment of assets 


This stage entailed the identifying, recording, verification and bar-code labelling of all movable assets and the linking of these 
to a location. Immovable assets was then identified, recorded and verified. 

The 80/20 principal of physical verification of land, buildings and infrastructure assets based on highest values assets was 
utilised. 

A high level financial condition assessment was conducted while the assets were physically verified. 

Impairment of assets was considered when physically verifying assets, this will be done as a desk top exercise at the end of 
the project. 

Data uploading 

A standard link and balance principles was used (i.e. direct link where assets then meets all the criteria of a one-to-one 
relationship and pro-rata link where cost is to be allocated to assets based on replacement value of asset). 

The various PIDs was updated with the financial information and changes in useful life and asset groups was reported on 
separately. 

The municipality envisages that full compliance with GRAP 17 Property, plant and equipment will be achieved by 30 June 
2012 . 

5. Investments 

At fair value through surplus or deficit - designated 

Investec investments 42,541,418 

First National Bank- 62063171351 201,236 193,903 
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5. Investments (continued) 

First Nationai Bank- 61381739619 
First Nationai Bank- 74213214708 
First Nationai Bank- 74100629770 
First Nationai Bank- 74188016669 
First Nationai Bank- 74193195797 
First Nationai Bank- 74263885682 

The average rate of return on the investments were 7% (2009: 10.5%). 

Funds are invested according to Circuiar No C/46/1994 issued by the Provinciai 
Administration Community Services Branch with Approved Banking Institutions.. 

There are no fixed maturity dates and investments are reinvested once they have 
matured. 


Current assets 

At fair value through surplus or deficit 


2010 

2009 

4,438,865 

30,720,166 

6,628,342 

16,640,065 

947,384 

885,324 

2,521,017 

2,355,874 

338,068 

315,922 

14,189,951 

- 


71,806,281 

51,111,254 

71,806,281 

51,111,254 


The municipality has not reclassified any financial assets from cost or amortised cost to fair value, or from fair value to cost or 
amortised cost during the current or prior year. 

There were no gains or losses realised on the disposal of held to maturity financial assets in 2010 and 2009, as all the 
financial assets were disposed of at their redemption date. 

Fair values of loans and receivables 

For debt securities classified as at fair value through surplus or deficit, the maximum exposure to credit risk at the reporting 
date is the carrying amount. 

6. Retirement benefits 

Post retirement medical aid 

The municipality operates on 5 accredited medical aid schemes, namely Bonitas, Flosmed, Keyhealth, La Flealth and 
Samwu.Pensioners continue on the option they belonged to on the day of their retirement. The independent valuers, 
PriceWaterCoopers Actuarial Services carried out a statutory valuation on 30 June 2010. 


Movements for the year 

Opening balance 7,018,288 6,239,027 

Net expense recognised in the statement of financial performance 741 ,430 779,261 

7,759,718 7,018,288 


Net expense recognised in the statement of financial performance 


Current service cost 
Interest cost 
Actuarial (gains) losses 
Benefits paid 


373,126 346,016 

680,838 528,713 

(15,614) 179,169 

(296,920) (274,637) 

741,430 779,261 


Key assumptions used 

Assumptions used on last valuation on 30 June 2010. 
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6. Retirement benefits (continued) 

Discount rates used 
Assumed medicai infiation 
Net discount rate 

Other assumptions 

Pre retirement SA 85-90 

Post retirement PA(90) - 1 

Withdrawal 

20 13.3% 

25 13.3% 

30 10.9% 

35 8.2% 

40 5.8% 

45 4.1% 

50 2.9% 

55 0.0% 

60 0.0% 

63 0.0%. 

7. Long term receivables 

Long term receivabies comprise of the foliowing amounts 
Cost of HT iines 
Long Term housing debtors 
Other iong term receivabies 

Provision for bad debt for iong term housing debtors 
Fair vaiue of Long term debtors 

Cost of HT iines comprise of trade debtors and interest is charged at 6% per annum. 

The iong term housing debtors were raised in the current year, however it is feit that the chance of recoverabiiity is less than 
probable and thus have been impaired accordingiy. 

8. Inventories 


Water 5,937 5,937 

Fuei (Diesei, Petrol) - 7,824 

Electricity 99,568 122,807 

Rates and generai 27,104 21,553 


132,609 158,121 


R 

R 

R 


691 616 
444 587 
3 636 


R1 139 839 
R (444 586) 
R 695 253 


R 1 001 108 
0 

R 283 996 
R1 285 104 

0 

R 1 285 1 04 


9.50 % 9.50 % 

7.60 % 7.60 % 

1 .90 % 1 .90 % 


Inventory is recorded at cost for each ciass of inventory. Refer to note 4 with respect to the progress of the municipality being 
fuliy compiiant with GRAP 17. 


Transitional provisions 

The municipality has eiected to adopt the transitionai provisions for GRAP 12, Inventories, as per Directive 4. According to the 
transitional provisions, the municipaiity is not required to measure inventory for reporting periods beginning on or after a date 
within three years foilowing the date of initiai adoption of the Standard of GRAP on Inventories. Inventories has accordingiy 
been recognised at provisionai amounts. The transitionai provision expires on 30 June 2012. 

9. Trade and other receivables from exchange transactions 

Prepayments 83,040 

Integrated Deveiopment Pian 123,401 117,033 
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9. Trade and other receivables from exchange transactions (continued) 

Other debtors 

1,342,357 

1,492,940 

10. Consumer debtors 

1,548,798 

1,609,973 

Gross balances 

Rates 

11,763,225 

9,056,019 

Eiectricity 

2,508,152 

2,703,207 

Refuse 

17,164,249 

14,315,726 

Other services 

5,387,044 

4,865,049 


36,822,670 

30,940,001 

Less: Provision for debt impairment 

Rates 

(11,186,132) 

- 

Eiectricity 

(1,162,366) 

- 

Refuse 

(16,016,814) 

- 

Other services 

(5,201,352) 

(25,045,597) 


(33,566,664) 

(25,045,597) 

Net balance 

Rates 

577,093 

9,056,019 

Eiectricity 

1,345,786 

2,703,207 

Refuse 

1,147,435 

14,315,726 

Other services 

185,692 

(20,180,548) 


3,256,006 

5,894,404 

Rates 

Current (0 -30 days) 

274,528 

216,088 

31-60 days 

223,619 

126,008 

61 - 90 days 

78,946 

163,107 

91 and more days 

11,186,132 

8,550,815 


11,763,225 

9,056,018 

Electricity 

Current (0 -30 days) 

920,970 

818,302 

31-60 days 

244,750 

310,598 

61 - 90 days 

180,066 

196,659 

91 and more days 

1,162,366 

1,377,649 


2,508,152 

2,703,208 

Refuse 

Current (0 -30 days) 

429,153 

413,692 

31-60 days 

408,853 

337,931 

61 - 90 days 

309,428 

314,936 

91 and more days 

16,016,815 

13,249,167 


17,164,249 

14,315,726 

Other services 

Current (0 -30 days) 

80,203 

114,638 

31 - 60 days 

25,656 

97,987 

61 - 90 days 

79,833 

64,139 

91 - 120 days 

5,201,352 

4,588,285 
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10. Consumer debtors (continued) 

Summary of debtors by customer classification 

5,387,044 

4,865,049 

Consumers 

Current (0 -30 days) 

1,704,854 

1,562,722 

31-60 days 

902,878 

872,524 

61 - 90 days 

648,273 

738,841 

91 and more days 

33,566,665 

27,765,917 


36,822,670 

30,940,004 

Less: Provision for debt impairment 

(33,566,664) 

(25,045,597) 


3,256,006 

5,894,407 

Total 

Current (0 -30 days) 

1,704,854 

1,562,722 

31-60 days 

902,878 

872,524 

61 - 90 days 

648,273 

738,841 

91 - 120 days 

33,566,665 

27,765,917 


36,822,670 

30,940,004 

Less: Provision for debt impairment 

(33,566,664) 

(25,045,597) 


3,256,006 

5,894,407 

Less: Provision for debt impairment 

91 - 120 days 

(33,566,664) 

(25,045,597) 

Total debtor past due but not impaired 

Current (0 -30 days) 

1,704,854 

- 

31-60 days 

902,878 

- 

61 - 90 days 

648,273 

- 

91 - 120 days 

- 

5,894,407 


3,256,005 

5,894,407 

Reconciliation of debt impairment provision 

Baiance at beginning of the year 

(25,045,597) 

(23,718,012) 

Contributions to provision 

(8,623,388) 

(1,289,269) 

Other 

102,321 

(38,316) 


(33,566,664) 

(25,045,597) 

Consumer debtors past due but not impaired 

Consumer debtors which are less than 3 months past due are not considered to be impaired. 
(2009: R 2,685,914) were past due but not impaired. 

At30 June 2010, R 3,271 ,073 

The ageing of amounts past due but not impaired is as follows: 

1 month past due 

1,704,854 

1,562,722 

2 months past due 

902,878 

872,524 

3 months past due 

648,273 

3,459,161 

Reconciliation of provision for impairment of consumer debtors 

Opening balance 

(25,045,597) 

(23,718,012) 

Provision for impairment 

(8,623,389) 

(1,289,269) 
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10. Consumer debtors (continued) 

Other 


102,321 

(38,316) 



(33,566,665) 

(25,045,597) 

The creation and reiease of provision for impaired receivabies have been inciuded in operating expenses in the statement of 

financiai performance. 




The maximum exposure to credit risk at the reporting date is the fair vaiue of each ciass of ioan mentioned above. 

The 

municipality does not hoid any coliaterai as security. 




1 1 . Cash and cash equivalents 




Cash and cash equivaients consist of: 




Cash on hand 


5,016 

5,016 

Bank balances 


5,165,398 

5,050,718 



5,170,414 

5,055,734 

The municipality had the following bank accounts 




Account number / description Bank statement balances 

Cash book balances 

30June2010 30 June 2009 30 June 2008 

30 June 2010 

30 June 2009 30 June 2008 

Account No: 53813535227 2,131,897 267,288 249,178 

2,041,271 

37,292 

(860,714) 

CurrentAccount: 621 16156987 388,352 838,631 3,124,550 

(2,332,567) 

795,129 

2,105 

CallAccount: 62135193770 5,456,694 4,268,133 2,538,891 

5,456,694 

4,218,297 

5,429,175 

Total 7,976,943 5,374,052 5,912,619 

5,165,398 

5,050,718 

4,570,566 

12. Other financial liabilities 




At fair value through surplus or deficit 

Bank loan 

Loans held by the Development Bank of South Africa bear an interest between 


625,157 

860,872 

10.25% and 16.033% per annum and are repayable over periods between flve and 



thirty years. Aii ioans wili be repaid by 2025. 


625,157 

860,872 

Non-current liabilities 

Fair vaiue through surpius or deficit 


614,050 

644,047 

Current liabilities 

Fair vaiue through surpius or deficit 


11,107 

216,825 



614,050 

644,047 



11,107 

216,825 



625,157 

860,872 

13. Unspent conditional grants and receipts 




Unspent conditional grants and receipts comprises of: 




Unspent conditional grants and receipts 

Vuna Awards 


(1,727) 

81,701 

Vuna Awards Phase 2 


182,245 

267,068 

Municipal systems improvement 


20,277 

329,957 

Performance enhancement 


41,730 

41,730 
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13. Unspent conditional grants and receipts (continued) 

Keep Amathole clean 

100,000 

100,000 

Crafters 

1,600 

36,000 

Survey of Stanhope 

98,845 

98,845 

Survey of Freshwater 

8,563 

8,563 

Transitional grant 

433,882 

433,882 

Spatial development framework 

84,526 

84,526 

Land survey Ndakana - Phase 2 

18,888 

18,888 

Survey of Cwengcwe 

211,104 

211,104 

Zoning scheme- Stutterheim 

28,920 

28,920 

Survey of Ndakana 

46,760 

46,760 

Staff training 

253,699 

269,612 

Town planning - Ndakana 

30,267 

30,267 

Suvey of Tembeni 

163,191 

163,191 

Planning of Kologha 

10,644 

10,644 

Finance management programme 

1,284,384 

1,544,166 

Drought relief 

80,472 

80,472 

Survey/plan Upper Zeleni 

151,515 

151,515 

Survey of Mxhalanga 

139,591 

139,591 

Survey of Mlungisi 

28,540 

28,540 

Fleckel Disaster fund 

2,264 

2,264 

Sub division of farms - Sandile 

8,294 

8,294 

Establish ward committees 

34,112 

34,112 

Quizini Agricultural project 

212,207 

223,009 

Managment support programme 

(23,192) 

1,014,485 

Survey of Kologha 

136,750 

136,750 

MIG funding 

6,972,505 

9,023,615 


10,760,856 

14,648,471 

Movement during the year 

Balance at the beginning of the year 

14,648,471 

34,088,885 

Income recognition during the year 

(3,887,615) 

(19,440,414) 


10,760,856 

14,648,471 


The nature and extent of government grants recognised in the annuai financial statements and an indication of other forms of 
government assistance from which the municipality has directly benefited; and 

Unfulfilled conditions and other contingencies attaching to government assistance that has been recognised. 
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14. Provisions 


Reconciliation of provisions - 2010 



Opening 

Balance 

Utilised 
during the 
year 

Reversed 
during the 
year 

Total 

Bonuses 

1,897,488 

(301,170) 

(128,615) 

1,467,703 

Wastesite rehabilitation 

(500,000) 

- 

500,000 

- 


1,397,488 

(301,170) 

371,385 

1,467,703 

Reconciliation of provisions - 2009 


Opening 

Balance 

Additions 

Utilised 
during the 
year 

Total 

Bonuses 

1,275,601 

621,887 

- 

1,897,488 

Repairs and maintenance 

- 

- 

(10,000) 

(10,000) 

Wastesite rehabilitation 

- 

- 

(500,000) 

(500,000) 


1,275,601 

621,887 

(510,000) 

1,387,488 


The provision for the rehabiiitation of the iandfili sites operated in the municipality's demarcations was not recognised in line 
with Directive 4 due to the appiication of the transitionai provisions in the Standards of GRAP on Property Piant and Equipment 
aiso being appiied. 

Flowever the municipality has the foilowing sites: 

Wastesite rehabilitation site 
Landfiil site 

Both sites are situated on erf 80, Stutterheim 


15. Trade and other payables from exchange transactions 


Trade payables 

2,195,236 

2,657,323 

Payments received in advanced 

33,997 

- 

Other payables 

8,329,936 

6,063,721 

Deposits received 

50,783 

47,467 

Accrual for leave gratuity 

2,302,226 

2,010,893 


12,912,178 

10,779,404 

16. VAT payable 

Tax refunds payables 

170,822 

213,982 

17. Consumer deposits 

Electricity 

353,524 

343,844 

18. Revenue 

Rendering of services 

20,190,345 

17,499,695 

Property rates 

7,579,219 

5,198,463 

Rental of facilities & equipment 

241,604 

245,955 

Fines 

52,084 

133,756 

Licences and permits 

2,284 

2,236 

Government grants & subsidies 

79,441,661 

44,661,049 
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18. Revenue (continued) 

Motor vehicie registrations 
Misceiianeous other revenue 

109,847,869 69,852,047 


1,971,669 1,570,320 

369,003 540,573 


The amount included in revenue arising from exchanges of goods or services 
are as follows: 

Rendering of services 
Rentai of facilities & equipment 
Licences and permits 
Misceiianeous other revenue 


20,190,345 

241,604 

2,284 

369,003 


17,499,695 

245,955 

2,236 

540,573 


20,803,236 18,288,459 


The amount included in revenue arising from non-exchange transactions is as 
follows: 


Property rates 

7,579,219 

5,198,463 

Fines 

52,084 

133,756 

Government grants & subsidies 

79,441,661 

44,661,049 

Motor vehicle registrations 

1,971,669 

1,570,320 

19. Property rates 

89,044,633 

51 ,563,588 

Rates received 

Property rates 

7,579,219 

5,198,463 

Valuations 

Residential 

639,826,255 

643,531,355 

Commercial 

288,235,640 

349,210,050 

State 

260,942,585 

269,802,485 

Municipal 

40,569,600 

40,943,400 

Small holdings and farms 

650,319,896 

653,083,845 

Public benefit organisations 

17,439,500 

9,075,000 

Property rates 2 

19,808,500 

19,708,000 

Vacant land 

60,598,335 

66,297,365 


1,977,740,311 

2,051,651,500 


Vaiuations on iand and buildings are performed every 4 years. The last general valuation came into effect on 1 July 2009 . 
Interim valuations are processed on an annual basis to take into account changes in individual property values due to 
alterations and subdivisions. 

A general rate of R0.6 (2009: R2.10) is applied to property valuations to determine assessment rates. Rebates of R434 731 
(2009: R1 422 167are granted according to Councils Party.. 

Rates are levied on an monthly basis. Interest is charged at prime plus 1% per annum. 

20. Service charges 

Sale of electricity 
Refuse removal 
Other service charges 

20,190,345 17,499,695 


11,492,645 9,952,317 

4.819.350 4,283,185 

3.878.350 3,264,193 
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21 . Government grants and subsidies 


Equitable share 

57,030,361 

42,026,848 

Flealth subsidy 

2,124,914 

1,985,901 

MIG grant (operating) 

853,600 

648,300 

Utilised capital grants 

3,428,200 

- 

Library Grant 

1,500,000 

- 

Utilised capital grants 

14,504,586 

- 


79,441 ,661 

44,661 ,049 

Vuna awards 



Balance unspent at beginning of year 

81,701 

81,701 

Current-year expenditure 

(129,802) 

- 

Current-year receipts 

46,374 

- 


(1,727) 

81,701 

The grant was received from the Department of local government and housing (see note 13). 



The grant was mainly used for the development and review of municipal performance management system. 


Vuna awards- phase 2 



Balance unspent at beginning of year 

267,068 

267,068 

Conditions met - transferred to revenue 

(84,824) 

- 


182,244 

267,068 

The grant was received from the Department of local government and housing (see note 13). 



The grant was mainly used for the development and review of municipal performance management system. 


Municipal systems improvement 



Balance unspent at beginning of year 

329,957 

329,957 

Current - year expenditure 

(441 ,259) 

- 

Current-year receipts 

131,579 

- 


20,277 

329,957 


The grant was received from the Department of Provinciai Government (see note 13). 

The grant was used for the ward committee training and the vaiuation roil. 

Performance enhancement 

Balance unspent at beginning of year 41,730 41,730 

The grant was received from the Department of local government and housing (see note 13). 

The grant obtained will be used for management performance. 

Keep Amathoie ciean 

Balance unspent at beginning of year 100,000 100,000 

The grant was received from the District municipality (see note 13). 
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21 . Government grants and subsidies (continued) 

The grant was used for the ciean up campaign. 

Crafters 

Baiance unspent at beginning of year 

36,000 

36,000 

Current - year expenditure 

(34,400) 

- 


1,600 

36,000 

The grant was received from the Amatoia District municipaiity (see note 13). 

The grant was received to support the iocal crafters. 

Survey of Stanhope 

Balance unspent at beginning of year 

98,845 

98,845 

The grant was received from the Department of local government and housing (see note 13). 

The grant was used for the performance of a survey. 

Survey of Freshwater 

Balance unspent at beginning of year 

8,563 

8,563 

The grant was received from the Department of local government and housing (see note 13.) 

The grant was used for the performance of a survey. 

Transitionai grant 

Balance unspent at beginning of year 

433,882 

433,882 

The grant was received from the Department of local government and housing (see note 13). 

The grant was a gazetted grant and a payment for the transitional changes in the municipality. 

Spatiai development framework 

Balance unspent at beginning of year 

84,526 

84,526 

The grant was received from the Department of local government and housing and was used for the development of a 

framework (see note 13). 

Land survey Ndakana 

Balance unspent at beginning of year 

18,888 

18,888 

The grant was obtained from the Department of local government and housing and is used for the finance of the surveys 

performed on the land (see note 13). 

Survey of Cwengcwe 

Balance unspent at beginning of year 

211,104 

211,104 
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21 . Government grants and subsidies (continued) 

The grant was obtained from the Department of iocai government and housing and was used to finance the surveys (see note 
13). 

Zoning scheme- Stutterheim 

Baiance unspent at beginning of year 28,920 28,920 


The grant was obtained from the Department of locai government and housing and was used to finance for the zoning scheme 
of Stutterheim (see note 13) 

Survey of Ndakana 

Balance unspent at beginning of year 46,760 46,760 


The grant was received from the Department of local government and housing and was mainly financed for the performance of 
a survey (see note 13). 

Staff training 

Balance unspent at beginning of year 269,61 2 269,61 2 

Current - year expenditure (1 07,608) 

Current-year receipts 91 ,695 

253,699 269,612 


The grant was received from the Sectorial Education Training Authority (SETA) for the training of staff (see note 13). 

Town planning 

Balance unspent at beginning of year 30,267 30,267 

The grant was obtained from the Department of local government and housing for the assistance to town planning (see note 
13). 

Survey of Tembeni 

Balance unspent at beginning of year 163,191 163,191 

The grant was obtained from the Department of local housing and government and the grant was used for surveys performed 
(see note 13). 

Pianning of Kologha 

Balance unspent at beginning of year 1 0,644 1 0,644 

The grant was received from the Department of local government and housing and was used for planning of Kologha housing 
(see note 13). 

Finance management programme 

Balance unspent at beginning of year 1,544,166 1,544,166 

Current - year expenditure (1,759,782) 

Current-year receipts 1 ,500,000 

1,284,384 1,544,166 
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21 . Government grants and subsidies (continued) 

The grant was received from Nationai Tresury and was mainly used for budget reforms and financial management reforms. 

(see note 13) 

Drought reiief 

Balance unspent at beginning of year 80,472 80,472 

The grant was received from the Department of local government and housing and was mainly used for relief for drought 
conditions (see note 13). 

Survey/plan Upper Zeleni 

Balance unspent at beginning of year 151,515 151,515 

The grant was obtained from the Department of local government and housing and was used for the conduct of surveys and 
plans for the Upper Zeleni section (see note 1 3). 

Survey of Mxhaianga 

Balance unspent at beginning of year 1 39,591 1 39,591 

The grant was obtained from the Department of local government and housing and was used for the conduct of a survey (see 
note 13). 

Survey of Miungisi 

Balance unspent at beginning of year 28,540 28,540 

The grant was obtained from the Department of local government and housing and was used for the conduct of a survey (see 
note 13). 

Heckei Disaster fund 

Balance unspent at beginning of year 2,264 2,264 

The grant was received from the Department of local government and housing and was used to provide relief from the cause of 
a fire (see note 13). 

Sub division of farms 

Balance unspent at beginning of year 8,294 8,294 

The grant was obtained from the Department of local government and housing and was used for the subdivision of the land as 
per the land claim received (see note 13). 

Establish ward committees 

Balance unspent at beginning of year 34,112 34,112 

The grant was received from the Department of local government and housing and was used for support for the ward 
committees.(see note 13) 

Quizini Agriculturai project 

Balance unspent at beginning of year 223,009 223,009 
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21 . Government grants and subsidies (continued) 

Current - year expenditure (1 0,802) 

212,207 223,009 


The above grant was received from the Department of iocai government and housing and was used mainly for farming 
purposes (see note 13). 

Management support programme 

Balance unspent at beginning of year 1,014,485 1,014,485 

Current - year expenditure (1,063,913) 

Other 26,236 

(23,192) 1,014,485 


The grant was provided by the Department of local government and housing and was used to support management functions 
of the municipality (see note 13). 

Survey of Kologha 

Balance unspent at beginning of year 1 36,750 1 36,750 


The grant was obtained from the Department of local government and housing and was used for the conduct of surveys (see 
note 13.) 

MIG funding 

Balance unspent at beginning of year 9,023,615 9,023,615 

Current - year expenditure (13,067,863) 

Conditions met - transferred to revenue 1 1 ,01 6,753 

6,972,505 9,023,615 


The above grant was financed by National Revenue Fund and was used to finance the capital infrastructure (see note 13). 
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22. General expenses 



Audit fees 

1,143,389 

825,528 

Advertising 

53,424 

36,498 

Bank charges 

160,826 

154,764 

Computer expenses 

44,441 

55,029 

Consuiting and professionai fees 

2,671,849 

204,239 

Consumables 

134,486 

130,980 

Entertainment 

123,909 

19,626 

Insurance 

1,681,174 

1,473,934 

Community deveiopment and training 

98,436 

45,857 

Lease rentals on operating lease 

186,981 

161,902 

Medical expenses 

42,385 

55,027 

Motor vehicle expenses 

110,587 

- 

Fuel and oil 

1,065,889 

1,549,282 

Postage and courier 

95,982 

93,058 

Printing and stationery 

397,057 

273,774 

Promotions of LED 

426,834 

90,537 

Project maintenance costs 

434,789 

546,824 

Vehicle license fees 

86,479 

75,819 

Security (Guarding of municipal property) 

137,830 

105,024 

Staff welfare 

38,217 

45,877 

Subscriptions and membership fees 

290,587 

84,299 

Telephone and fax 

693,284 

772,835 

Training 

1,017,550 

396,107 

Refuse 

18,809 

- 

Assets expensed 

750,766 

556,320 

Electricity 

632,506 

422,529 

Uniforms 

104,291 

78,445 

Revolving Fund 

10,000 

460,456 

Capital expenses 

18,210 

73,039 

Rates rebate 

814,991 

- 

Remissions 

2,165,754 

2,114,255 

Free basic electricity 

2,409,223 

1,432,570 

Contingency expenses 

57,592 

41,646 

Skills development levy 

219,585 

196,570 

Other expenses 

21,577 

24,462 


18,359,689 

12,597,112 
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23. Employee related costs 

Basic 

19,166,565 

17,348,253 

Bonus 

1,758,144 

2,004,193 

Medical aid - company contributions 

1,372,897 

1,315,144 

UIF 

213,323 

204,949 

Post-employment benefits - Pension - Defined contribution plan 

741,430 

779,261 

Overtime payments 

298,186 

265,909 

Travel allowances 

1,222,159 

994,839 

Flousing benefits and allowances 

33,301 

36,551 

Other 

3,445,922 

3,192,868 


28,251,927 

26,141,967 

Remuneration of municipal manager 

Annual Remuneration 

474,381 

453,828 

Car Allowance 

212,892 

181,846 

Performance Bonuses 

144,137 

- 

Contributions to UIF, Medical and Pension Funds 

97,324 

89,135 

Cell phone allowance 

12,000 

12,000 


940,734 736,809 


An amount of R64 578 inciuded in the Performance bonus was in respect of the 08/09 Performance bonus which was oniy paid 
in the current financiai year 

Remuneration of chief finance officer 


Annual Remuneration 

530,047 

487,542 

Car Allowance 

124,487 

108,944 

Performance Bonuses 

139,922 

- 

Contributions to UIF, Medical and Pension Funds 

117,795 

105,470 

Cellphone allowance 

8,400 

7,600 


920,651 709,556 


An amount of R62 689 inciuded in the Performance Bonus was in respect of the 08/09 Performance Bonus which was only 
paid in the current financial year. 

Remuneration of administration manager 


Annual Remuneration 

468,741 

430,961 

Car Allowance 

117,376 

102,720 

Performance Bonuses 

127,202 

- 

Contributions to UIF, Medical and Pension Funds 

116,000 

104,445 

Long service bonus 

- 

50,425 

Cellphone allowance 

8,400 

7,600 


837,719 696,151 


An amount of R56 990 included in the Performance Bonus was in respect of the 08/09 Performance Bonus which was only 
paid in the current financial year. 

Remuneration of engineering services manager 


Annual Remuneratien 

491,711 

451,871 

Car Allewance 

126,458 

110,668 

Performance Bonuses 

133,749 

- 

Contributions to UIF, Medical and Pension Funds 

120,086 

108,441 
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23. Employee related costs (continued) 

Long service bonus 
Ceiiphone aliowance 

895,064 678,580 


14,660 

8,400 7,600 


An amount of R59 923 included in the Performance Bonus was in respect of the 08/09 Performance Bonus which was 
oniy paid in the current financiai year. 

Remuneration of strategic manager 


Annuai Remuneration 

470,787 

434,659 

Car Ailowance 

109,896 

96,174 

Performance Bonuses 

127,202 

- 

Contributions to UIF, Medical and Pension Funds 

121,649 

107,757 

Ceiiphone aliowance 

8,400 

7,600 


837,934 646,190 


An amount of R56 990 included in the Performance Bonus was in respect of the 08/09 Performance Bonus which was 
oniy paid in the current financiai year. 

24. Remuneration of councillors 


Mayor 

505,920 

471,048 

Speaker 

406,934 

381,313 

Counciliors 

6,462,831 

6,314,229 

Contributions to Medicai and Pension Funds 

915,275 

866,120 


8,290,960 

8,032,710 

25. Debt impairment 

Debt impairment 

26. Investment revenue 

9,184,316 

1,289,269 

Interest revenue 

Bank 

4,533,342 

39,216 


4,533,342 

39,216 

27. Finance costs 

Current borrowings 

140,904 

363,295 

Fair vaiue adjustments on payabies 

487,354 

370,578 

Other interest paid 

- 

4,601,348 


628,258 

5,335,221 


Capitaiisation rates used during the period were between 10.5% and 16% on specific borrowings for capitai projects and 13% 
being the weighted average cost of funds borrowed generaily by the municipality. 

28. Auditors' remuneration 

Fees 1,143,389 825,528 


29. Bulk purchases 


44 






Amahlathi Local Municipality 

(Registration number EC124) 

Annuai Financiai Statements for the year ended 30 June 2010 


Notes to the Annual Financial Statements 


Figures in Rand 

2010 

2009 

29. Bulk purchases (continued) 



Electricity 

11,236,967 

7,799,285 

30. Cash generated from operations 



Surplus 

37,736,671 

8,961,265 

Adjustments for: 



Fair value adjustments 

(582,926) 

(451,717) 

Debt impairment 

9,184,316 

1,289,269 

Movements in retirement benefit assets and liabilities 

741,430 

779,261 

Movements in provisions 

80,215 

1,083,918 

Movement in interest expense for fair value adjustment 

582,926 

- 

Non cash movement in equity 

113,452 

- 

Changes in working capitai: 



Inventories 

25,512 

(54,114) 

Trade and other receivables from exchange transactions 

61,175 

(515,306) 

Debt Impairment 

(9,184,316) 

(1,289,269) 

Trade and other payables from exchange transactions 

2,132,774 

(4,064,694) 

VAT 

(43,160) 

- 

Unspent conditional grants and receipts 

(3,887,615) 

12,065,230 

Consumer deposits 

9,680 

(9,536) 

Consumer debtors 

3,102,432 

11,305 


40,072,566 

17,805,612 

31. Commitments 



Authorised capital expenditure 



Already contracted for but not provided for 



• Property, plant and equipment 

5,416,472 

7,479,035 

Not yet contracted for and authorised by accounting officer 



• Property, plant and equipment 

3,619,237 

3,335,333 


This committed expenditure reiates to property and wili be financed by MIG. 

32. Contingencies 

There is a ciaim for personai damages by M Schwulst against Amahiathi Municipality.The ciaim is for personai damages 
resulting from an open manhoie area. The iawyers estimate of financiai exposure is set at R75 000. 


33. Related parties 
Reiationships 

Ciose family member of key management G.P. Hill 

The main member of Domoney Bros. an entity that supplies uniforms to the municipality is a family member of the CFO, Mr. 
G.P. Hill. Payments to the amount of R83 659 were made to the aforementioned entity during the year. All transactions were 
above board and all supply chain management regulations were adhered to. 

34. Prior period errors 

Accounts receivable was materially misstated in the prior year. Refer to analysis below of the journal entry that was passed to 
agree the debtors sub ledger to the consumer debtors. 
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34. Prior period errors (continued) 

The correction of the error resuits in adjustments as foilows: 


Statement of financiai position 

Consumer debtors - 31,281,629 

Consumer debtors 

Balance as per the original trial balance - 30,097,309 

Journals recognised to account for prior period error: 

Debtors arrear interest - 496,723 

DebtorsVAT - 1,100,393 


Baiance as recognised in the Statement of financiai position - 31,694,425 


35. Comparative figures 

Comparative figures have been restated for the year ended 30 June 2009. 

36. Risk management 
Financiai risk management 

The municipality’s activities expose it to a variety of financial risks: market risk (including, fair value interest rate risk, cash flow 
interest rate risk and price risk), credit risk and liquidity risk. 

The municipality’s overall risk management program focuses on the unpredictability of financial markets and seeks to minimise 
potential adverse effects on the municipality's financial performance. Risk management is carried out by the financial 
department with the assistance of operating divisions. Risk management is carried out under policies approved by the 
accounting officer. 

Market risk: Currency risk 

The municipality is not exposed to currency risk as no transactions are negotiated in foreign currency 

Interest rate risk 


The municipality’s interest bearing assets are included under cash and cash equivalents. The municipality’s income and 
operating cash flows are substantially independent of changes in market interest rates due to the short term nature of interest 
bearing assets. 

At year-end financial assets exposed to interest rate risk were for the DBSA loan of R625 157 (2009: R860 872) 

Balances with banks, deposits and all call and current accounts attract interest at rates that vary with the South African Prime 
rate. The municipality's policy is to manage interest rate risk so that fluctuations in variable rates do not have a material impact 
on the surplus / deficit. 

Trade debtors in arrears linked to South African prime rate plus one percent. 

Surplus funds are invested with banks for fixed terms on fixed interest rates not exceeding one year. For details refer Note 4. 

At year end, financial liabilities exposed to interest rate risk were as follows: 

DBSA loan of R625 157 linked to the South African prime rate. 

Interest rate sensitivity analysis 

The sensitivity analysis below has been determined based on financial instruments exposure to interest rates at reporting date. 
For floating rate instruments, the analysis is prepared assuming the amount of the instrument outstanding at the reporting date 
was outstanding for the whole year. 
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36. Risk management (continued) 

The basis points increases or decreases, as detaiied in the tabie beiow, were determined by management and represent 
management’s assessment of the reasonabiy possible change in interest rates. 

A positive number below indicates an increase in surplus. A negative number below indicates a decrease in surplus. 

The sensitivity analysis shows reasonable expected change in the interest rate, either an increase or decrease in the interest 
percentage. The equal but opposite % adjustment to the interest rate would result in an equal but opposite effect on surplus 
and therefore has not been separately disclosed below. The disclosure only indicates the effect of the change in interest rate 
on surplus. 

There were no changes in the methods and assumptions used in preparing the sensitivity analysis for one year to the next. 

2010 2009 

The estimated increase rates 

The estimated increase in basis points 100 100 

Effect on Net Surplus ( 6 252 ) ( 8 609 ) 

Market risk: other price risk 

The Municipality’s financial assets do not include equity investments that will expose it to price risks. 

Credit risk 

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss to the 
municipality. Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits 
cash with major banks with high quality credit standing and limits exposure to any particular counter-party. Trade receivables 
comprise a widespread customer base. Credit exposure is controlled by the application of the municipality's credit control and 
debt collection policies. Adequate provision has been made for anticipated doubtful debts. 

The carrying amount of financial assets, represent the entity's maximum exposure to credit risk in relation to these assets. 

The municipality's cash and cash equivalents and short-term deposits are placed with high credit quality financial institutions. 

There has been no significant change during the financial year, or since the end of the financial year, to the municipality's 
exposure to credit risk, the approach of measurement or the objectives, policies and processes for managing this risk. 

The carrying amount of financial assets recorded in the financial statements, which is net of impairment losses, represents the 
municipality’s maximum exposure to credit risk: 


2009/10 2008/9 


Investments 

R 

71 806 281 

R 51 1 1 1 254 

Consumer Debtors 

R 

2 290 822 

R 

4 808 069 

Other receivables 

R 

1 616 096 

R 

1 609 973 

Long term receivables 

R 

695 253 

R 

1 285 1 04 


Credit quality 


The following represents information on the credit quality of trade receivables that are neither past due nor impaired: 

2010 2009 

A 9% 12% 

B 14% 13% 

C 77% 75% 

Analysis of table: 

A - The debtors are of good credit quality and no default in payment is expected. 

B - The debtors are usual good payers, but there is a possibility that the debtor may not be able to pay on time 
C - These debtors usually pay, but have previously paid late and therefore there is a possibility that these debtors will not be 
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36. Risk management (continued) 

recoverabie. 

Refer to the receivabies note for an anaiysis of the impaired receivabies. 

Liquidity risk 

The municipality’s risk reiates to funds avaiiable that will cover future commitments. The municipality manages liquidity risk 
through an ongoing review of future commitments and projected grant receipts. Cash flow forecasts are prepared and adequate 
managed borrowing facilities are continually monitored. 


37. Unauthorised expenditure 

No unauthorsised expenditure had been incurred during the year. 

38. Fruitless and wastefui expenditure 

No fruitless and wasteful expenditure had been incurred during the year. 

39. Irregular expenditure 

No irregular expenditure had been incurred during the year. 

40. Additional disclosure in terms of Municipal Finance Management Act 
Contributions to organised local government 


Current year subscription / fee 

240,648 

26,539 

Amount paid - current year 

(240,648) 

(26,539) 


- 

- 

Material losses 



The electricity distribution losses amounted to 4 624 334 kwh with a value of R870 369 (2008/09 ■ 

■ 3 545 699 kwh ■ 

■ R431 157) 

Audit fees 



Current year subscription / fee 

1,143,389 

825,528 

UIF 



Current year subscription / fee 

213,321 

204,949 

Amount paid - current year 

(213,321) 

(204,949) 


- 

- 

Pension and Medical Aid Deductions 



Current year subscription / fee 

4,681,862 

4,389,460 

Amount paid - current year 

(4,681,862) 

(4,389,460) 


- 

- 

VAT 



VAT payable 

170,822 

213,982 
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40. Additional disclosure in terms of Municipal Finance Management Act (continued) 

VAT output payabies and VAT input receivabies are shown in note . 

Ail VAT returns have been submitted by the due date throughout the year. 

Supply chain management regulations 

In terms of section 36 of the Municipai Supply Chain Management Reguiations any deviation from the Supply Chain 
Management Poiicy needs to be approved/condoned by the City Manager and noted by Council. No expenses were incurred 
that were not condoned in terms of section 36 of the Municipai Suppiy Chain Management Reguiations. 
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APPENDIX A 

June 2010 


GOVERNMENT TEMPLATE: SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2010 


Loan Number 

Redeemable 

Balance at 30 

Received during 

Redeemed written 

Balance at 30 

Carrying Value of 

Other Costs in 



June 2009 

the period 

off during the 

June 2010 

Property, Plant & 

accordance with 





period 


Equip 

the MFMA 



Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Page 51 


Amahlathi Local Municipality 

(Registration number EC124) 

Annuai Financiai Statements for the year ended 30 June 2010 

Supplementary Information 


Appendix B: Anaiysis of property, piant and equipment 


52 

The suppiementary information presented does not form part of the annuai financiai statements and is unaudited 





APPENDIX B for the period ended 30 June 2010 
June 2010 


ANALYSIS OF PROPERTY PLANT AND EQUIPMENT AS AT 30 JUNE 2009 
Cost/Revaluatlon Accumulated depreciatlon 


Opening 

Balance 

Additlons 

Additlons 

through 

buslness 

comblnations 

Disposals 

Classlfied as 
held for sale 

Transfers 

Revaluations 

Forelgn 

exchange 

movements 

Other 

changes, 

movements 

Depreciatlon 

Impalrment 

loss 

Impalrment 

reversal 

Closing 

Balance 

Openlng 

Balance 

Additlons 

Additlons 

through 

buslness 

comblnations 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 
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APPENDIX C for the period ended 30 June 2010 
Sort Rows by Mapping Numbers 
June 2010 


SEGMENTAL ANALYSIS OF PROPERTY PLANT AND EQUIPMENT AS AT 30 JUNE 2007 

Accumulated Depreclation 


Opening 

Balance 

Additions 

Additions 

through 

business 

combinations 

Disposals 

Classified as 
held for sale 

Transfers 

Revaluations 

Foreign 

exchange 

movements 

Other 

changes, 

movements 

Depreciation 

Impairment 

deficit 

Impairment 

reversal 

Closing 

Balance 

Opening 

Balance 

Additions 

Additions 

through 

business 

combinations 

Disposals 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 
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APPENDIX D for the period ended 30 June 201 0 
June 2010 


SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 
Prior Year Current Year 


Actual 

Actual 

Surplus 

Actual 

Actual 

Surplus 

Income 

Expenditure 

/(Deficit) 

Income 

Expenditure 

/(Deficit) 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 
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APPENDIX E(1) for the ended 30 June 2010 

ACTUAL VERSUS BUDGET (REVENUE AND EXPENDITURE) FOR THE YEAR ENDED 30 JUNE 2008 


Current year Current year 


Prior Year # 



Prior Year # 

Prior Year 



Current 



Current 

2009 

2009 


1 2008 



1 2008 

# 1 2008 



year 2009 



year 2009 

Act. Bal. 

Bud. Amt 

Variance 

Forecast 

Variance 


Act. Bal. 

Bud. Amt 

Variance 


Forecast 

Variance 

Budget 

Bud. Amt 




Amt 







Amt 


Remaining 


R'OOO 

R’OOO 

R'OOO 

Var R'OOO 

R’OOO 

Var 

R’OOO 

R’OOO 

R’OOO 

Var 

R’OOO 

R'OOO 

Var R’OOO 

R’OOO 
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APPENDIX C for the period ended 30 June 2010 


BUDGET ANALYSIS OF PROPERTY PLANT AND EQUIPMENT AS AT 30 JUNE 2007 


Additlons 

Original 

Revised 

Variance 

Variance Explanation of significant variances from budget 


Budget 

Budget 



Rand 

Rand 

Rand 

Rand 

% 
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APPENDIX F for the ended 30 June 201 0 

DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003 

June 2010 


Name of 
Grants 


Name of 
organ of 
state or 
munlcipal 
entity 

Quarterly Receipts 

Quarterly Expenditure 

Grants and Subsidies deiayed / withheld 

Reason for 
delay/withholding 
of funds 

Did your 
municipali 
ty comply 
with the 
grant 

conditions 
in terms of 
grant 

framework 
in the 
latest 

Division of 
Revenue 
Act 

Reason for 
noncompliance 

Mar 1 Jun | Sep I Dec I Mar 

Mar 1 Jun | Sep I Dec I Mar 

Mar 1 Jun | Sep I Dec I Mar 


Yes/ No 
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Postal Address Physical Address jel: (043)7096600 

POBok 541 59FiereRoad Fax: (043)7263664 

EaslLondon Vincent lataNo: 772 0076 0 

5200 East London 


t r a V e 


Aloe Tmvel 


We are pleased to confirm the foOowing travel arrangements as requested. 


Eniail: wandile@aloetiavel,co.za 
CoReg: 1998/19380/07 


Provisional B o o k i n g 
Confirmation 


Booking details 

Date: 07/02/201 1 

Booking No: 0039753 

Pnr: ZBW9N2 

Consultant: Wandile Manakaza 

Destination: South Africa 


Passengers - Primary client/contact details 

Ondala Buntu Mr Name: N/a Quote Amahlathi (ref 003996) 

No's: Tel (W): 043 6831100x241 Fax: 043 6831127 

Address: Private Bag X2, Stutterheim, 4930 


Summary 

R 

Air Ticket 

3994.00 

Accommodation 

6510.00 

Total R 

10504.00 


Item 1 Domestic Air Ticket 








Ticket Passenger 

Fare 

Fare Aprt 

Vat Tax 

Total R 

Ticket 

rype 





1 Ondala 

2640.00 370.00 901.23 82.77 R 3994.00 

Adult 





Buntu Mr 




ticket 





Flight Airiine 

Flight 

No 

Class From 

To 

Date 

Dcpart Arrive Seats Status 

Confirni 
atiou No 

j South African 

Airways 

SA 

480 

Econoniy r- t i 

East London 

Johannesburg 12Feb2011 

17:20 

18:50 

Confirmed YY49N9 

2 South Affican 

Airways 

SA 

481 

^onomy Johannesburg East London 18Feh2011 

18:40 

20:10 

Confiimed YY49N9 


Item 2 - Doinestic Accommodation 


Accommodation 

Estabiishment: 


ClientName: 

Room / Accommodation 
Description: 

Check In: 

Check Out: 


Owls Loft Country House 

165 Pecan Grove Lane, (Off Summit 

Road - R562), Midrand, 

TehOll 4641198, Fax: 011 4641383 

Ondala Buntu Mr 

Standard room with 1 double bed 

]2Feb2011 14:00 
I8Feb20]] 10:00 


Conflrmation 

No: 


1085.00 per room 
per niglit 
I room for 6 
nights 

R 6510.00 


file://C:\Documents and Settings\Wandile\Local Settings\Temp\booking.litm 
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# 

l 14^1- 4- V/4 



1 trust the above is to your satisfaction, Please contact me if you require any further information. Kindly quote the above booking number 
in aJl dealings with Aloe Travel. Please be assured of our best serviee and attention at all times 

Yours sincerely. 

Wandile Manakaza 

Aloe Travel 

PLEASE NOTE 

ALL RATES QUOTED ARE SUBJECT TO CHANGE WITHOUT PRIOR NOTICE DUE TO CURRENCY ADJUSTMENTS AND 
ANY UNFORSEEN OPERATOR INCREASES, UNTIL SUCH TIME AS FULL PAYMENT H AS BEEN RECEIVED AND FINAL 
DOCUMENTATION HAS BEEN ISSUED. CANCELLATION CHARGES WILL BE LEVIED ON ALL TICKETED HOTEL AND 
AIRLINE RESERVATIONS. 

Aioe Travel Responsibility, Terms and Conditions. 

Aloe Travel acts only as an agent between the passenger and the airline, car rental company or tour operator. As such, we cannot be held 
liable for any loss, damage, accident, delay or inconvenience caused by the principal. On collection of your trave! documents, you will be 
requested to sign a Form of Acceptance of the above conditions. A copy of these conditions is available on request. 


Aloe Travei aet as an agent only and are not liable for any loss, damage, accident, delay or inconvenience cansed by the principai. 
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AMAHLATH MUHaPAUTY 
GENERAL INFORMATION 


Reportinq Level 

Detail 

Total 

Overview: 

2009/2010 


Information: 

Geography: 



Geographical area in square kilometers 

10000 

1 

Source of information 

estimate 


Demography: 


2 

Total population 

142525 


Source of information 

statss.a 

3 

Indigent Population 

26571 


Source of information. Indigent is defined as persons earning less than RllOO.OO 
per month. 


4 

Total number of voters 

72027 

5 

Aged breakdown: 



- 65 years and over 

12078 


- between 40 and 64 years 

25028 


- between 15 and 39 years 

57344 


- 14 years and under 

48075 


Source of information 

statss.a 

6 

Household income: 



- over R3,499 per month 

342 


- between R2,500 and R3,499 per month 

362 


- between Rl,100 and R2,499 per month 

531 


- under Rl,100 per month 

26571 


Source of information 

statss.a 


Key Performance 
Area 

Performance During the Year, Performance Targets Against Actual Achieved 
and Plans to Improve Performance 




Ensure proper administration functions. 

Preparation of Agendas for Council Exco and Standing Committees 

Preparation of minutes for the above and archives. 

Co-ordinate with other spheres of government. 

Political transformation which is inclusive and fosters internal co-operation. 
Recognise social needs of the communities and provide a better life for all. 





Function; Executive and Council 

Sub Function; N/A 


Reportinq Level 

Detail 2009/2010 


Overview: 

Amahlathi has an Executive Committee consisting of 7 members including the Mayor 
and 6 Portfolio Councilors. 


Description of the 
Activity: 

The function of executive and council within the municipality is administered as follows . 
All matters adopted by the Executive Committee are reported to the Council. Matters 
beyond the mandate of the Executive Committee (for example; raising of loans, 
approval of budgets, adoption of IDP, adoption of by-laws, appointment of Municipal 
Manaqer 1 are referred to Council for a decision 



i) Standing Committee on Promotion of Tourism and Economic Deveiopment 



1. To advise and co-ordinate all L.E.D. and Tourism projects. 

2. Establish a vibrant L.E.D. and Tourism Unit in Amahlathi. 

3. Ensure disadvantaged Communities are involved and stimulate economic growth. 

4. Promote S.M.M.E. and network with other Institutions to create employment. 

5. Attract business to Amahlathi 



ii) Standing Committee on Service Deiivery 



1. Priority needs for local community and ensure that communities have access to at 
least the minimum level of basic services. 

2. Electricity. 

3. Engineering Services. 

4. Municipal Infrastructure. 

5. Water and Sanitation. 

6. Roads. 



iii) Standing Committee on Heaith & Sociai Services and Protection Services. 



1. Nursing Services. 

2. Health Services. 

3. SolidWaste. 

4. Refuse Removal. 

5. Environmental Issues. 

6. Libraries. 

7. Disaster Management. 

8. Traffic Control. 



iv) Standing Committee on Human Resources and Admin 



1. Personnel and related matters. 

2. HR Policies. 

3. Performance Contracts. 

4. Administrative Support to Council Activities. 

5. Preparation of Agendas for Council and Exco. 

6. Minutes. 

7. By-laws. 

8. Land Transactions (including sales, sub-divisions, rezoning etc.). 

9. Housing. 



v) Standing Committee on Finance 



1. Financial Regulations and By-laws. 

2. Credit Control and Debt Collection. 

3. Tariff Policies. 

4. Annual Cperating and Capital budgets. 

5. Financial Statements. 

6. Monthly and quarterly Financial Reports. 



vi) Standing Committee on Community Empowerment and SPU. 



1. Youth. 

2. Gender. 

3. Disabled. 

4. Ward Committees. 

5. Sport. 

6. Special Programmers. 


Analysis of the 

Function: 

1 

Statisticai information 



Councilordetail: 





Total number of Councilors 

Number of Councilors on Executive Committee 

2 Ward detail: 

Total numberof Wards 

NumberofWard Meetings 

3 Number and type of Council and Committee meetings: 
council meetings including special meetings 
executive committee meetings including special meetings 
standing committee meetings 6 different committees 


20 

Held Monthly 


Key Performance 
Area 


Performance During the Year, Performance Targets Against Actual Achieved and 
Plans to Improve Performance 


Ensure proper administration functions. 

Preparation of Agendas for Council Exco and Standing Committees. 
Preparations of Minutes for the above and Archives. 

Co-ordinate with other spheres of government. 


Recognise social needs of the communities and provide a better life for ; 








Function: Finance and Administration 

Sub Function; Finance 


Reporting Level 

Detail 

Total 

Overview: 

Includes all activities relating to the finance function of the municipality. 



Description of the 

The function of finance within the municipality is administered as follows and 



Activity: 

includes: 

Strategic financial management and reporting internally and externally for 
all stakeholders. These services extend to include accounting for all funds 
received, but do not take account of legislative decision making which 
resides within the lurisdiction of national aovernment 

The municipality has a mandate to: 

Impose rates on all properties within the municipality. Levy and recover 
fees, charges or tariffs in respect ofany function or service of the 
municipality. Recover collection charges and interest on any outstanding 
amount. 

The strategic objectives of this function are to: 

Ensure maximum collection of rates and service charges. Ensure all 
gazetted funds are received. Assist with identifying any other possible 
sources of revenue. Report on expendlture of all funds received. Manage 
the entire revenue process and reportlng thereon. Compile and have an 
approved budget one month before the start of the new financial year. 

Ensure strategic alignment of funding wlth the challenges of the 
organisation. Ensure adherence to all leglslative requlrements. 

Management ofcash and Investments. Provide monthly and quarterly 
financial reports. Prepare financial statements within ti/i/o months of the 




finsnnisl x/aar anrl Canilitsta tha nnniisl avtarnnl aiirlit 




The key issues for 2009/10 are: 

Ensure timeous completion of 2009/10 budget which is aligned to the IDP 
and complies wlth National Treasury guidelines. Ensure Annual Financial 
Statements are completed and submitted to the Auditor General by 
31/08/2009. Implement the Supply Chain Management policy and the 
smooth runnina of the SCM Unit. 



Analysis of the 

Function: 

Statistical Information 



1 

Debtor billings: number and value of monthly billings: 

Function - Rates 


R (OOOs) 


Jul 09 


8 872 


Aug 09 


-426 


Sep09 


-65 


Oct09 


-310 


Nov09 


-38 


Dec 09 


-62 


Jan 10 


20 


Feb 10 


-23 


Mar 10 


-35 


Apr 10 


-37 


May 10 


86 


June 10 


-403 




7579 


Function - Electricity 




Jul 09 


1249 


Aug 09 


1346 


Sep 09 


1103 


Oct09 


1270 


4 



Nov09 


1258 

Dec 09 


1544 

Jan 10 


795 

Feb 10 


1488 

Mar 10 


1487 

Apr 10 


1354 

May 10 


918 

June 10 


1340 



15152 

Function - Refuse 



Jul 09 


387 

Aug 09 


397 

Sep 09 


412 

Oct09 


392 

Nov09 


403 

Dec 10 


403 

Jan 10 


402 

Feb 10 


405 

Mar 10 


380 

Apr 10 


446 

May 10 


393 

June 10 


399 



4 819 

Debtor collections: value of amount received and interest: 

R (OOOs) 

R (OOOs) 

Function - Rates 



Jul 09 


1022 

Aug 09 


478 

Sep 09 


928 

Oct09 


399 

Nov09 


401 

Dec 09 


240 

Jan 10 


256 

Feb 10 


230 

Mar 10 


248 

Apr 10 


236 

May 10 


521 

June 10 


192 



5151 

Function - Electricity 



Jul 09 


1152 

Aug 09 


1165 

Sep 09 


1413 

Oct09 


1263 

Nov09 


1283 

Dec 09 


1274 

Jan 10 


1256 

Feb 10 


1016 

Mar 10 


1362 

Apr 10 


1240 

May 10 


1663 

June 10 


1237 



15 324 

Function - Refuse 



Jul 09 


273 

Aug 09 


281 

Sep 09 


318 

Oct09 


340 

Nov09 


343 


5 




Dec 09 


322 


Jan 10 


306 


Feb 10 


314 


Mar 10 


297 


Apr 10 


277 


May 10 


290 


June 10 


257 




3 618 

3 

Debtor analysis: amount outstanding over 30, 60 and 90 plus days: 


R (OOOs) 


0-30 Days 


1 705 


30-60 Days 


903 


60-90 Days 


649 


+'90 Days 


33 566 




36 823 

4 

Write off of debts: number and value of debts written off: 

number 

R (OOOs) 


Debts written off 


102 

5 

Property rates: 


R (OOOs) 


- Value of properties rated 


1 977 740 


- Rates collectible for the current year 


7579 

6 

Property valuation: 

- Year of last valuation 

2009 

R (OOOs) 


- Regularity of valuation 

5 


7 

Indigent Policy: 

- Quantity (number of households affected) 

17228 



- Quantum (total value across municipality) 

4575 


8 

External Loans: 

R (OOOs) 

R (OOOs) 


- Total loans paid during the year 

Loans bear interest between 10,25% and 16,033% per annum and are 
repayable over periods between 5 and 30 years. All loans will be repaid by 
2025. 

0 

236 

13 

Delayed and Default Payments: 

Council has not delayed payment on any loan, statutory payment or any 




bther default of a material nature. 


Key Performance 
Area 

Performance During the Year, Performance Targets Against Actual 
Achieved and Plans to Improve Performance 

Current 

Target 

Financial Reporting 

To report annually and periodically as required in terms of legislation: 




- Budget 

I 

1 


- Financial Statements 

1 

1 


- Budget Process Plan 

1 

1 


- Flnanclal Reports 

12 

12 

Property Valuations 

Preparation of Interim valuation roll 

1 

1 


Implementation oflnterlm valuation roll 

1 

1 

Preparation of 

Ensure Annual Financial Statements are prepared. 

1 

1 

Annual Flnanclal 

Statements 

Ensure Annual Flnanclal Statements are audited. 

1 

1 

Budget and Finance 
Management Reform 
Proaramme 

To ensure implementation of the Budget and Finance Management Reform 
Programme 

1 

1 

Development of IDP 

Ensure projects are developed and prlorltles for the Flnance and 

Instltutional Cluster 

1 

1 


Ensure alignment of the budget with the IDP 

1 

1 
























Function: Administration and Human Resources 

Sub Function; Human Resources 


Reporting Level Detail 2009/2010 

Overview: All activities relating to the Human Resource Management function of the 

Municipality including recruitment, selection and induction. This also includes 
implementation of applicable legislation and developed policies relating to Human 
Resources and training staff. 


Description of the The function of human resource management within the municipality is 
Activity: administered as follows and includes: 

i) The Basic Conditions of Empioyment Act. 

ii) Labour Reiations Act 

iii) Unempioyment Insurance Act 

iv) Empioyment EquityAct 

v) Occupationai Heaith and Safety Act 

vi) Skiiis Deveiopment Act 

vii) Municipai Systems Act 

viii) The payment and reconciiiation ofsaiaries and statutory deductions are 
administered by the Finance Department. 

The Amahlathi municipality has a mandate to: 

i) Personnei administration which inciudes advertising, recruitment, processing of 
appiication forms, short iisting and seiection. This function also inciudes 
conducting of interviews, formai appointment, induction training, the 
impiementation of Empioyment Equity, undertaking job evaiuations and 
preparation ofjob descriptions and administration ofconditions ofservice and 
code of conduct for att emntovees. 

ii) Training and Deveiopment 

Compilation, presentation and monitoring of training. 

The function aiso inciudes the drafting ofa skiiis deveiopment and 
workpiace skiits pian undertaking skitts audit and training needs as wett 
as the conducting of in-service training, mentoring and iearnerships. 

Career pathing is atso undertaken so as to determine the career paths 


for staff which to progress. 

iii) Occupationat Heatth and Safety 

Impiementing suitabte safety standards and ensuring the necessary ctothing 
and equipment used. Assist emptoyees injured on duty in processing of the 
necessary ctaims in terms of the Compensation for Occupationat injuries and 
Diseases Act. 

iv) Labour Retations 

Handte tabour disputes by deating directty with trade unions in the case of 
tabour disputes which inctudes strikes. Deat with the bargaining councii on 
matters for negotiation between empioyers and empioyees at Nationai or 
Provinciai tevet. Handie staff disciptinary and grievance hearings by ensuring that 
disciptinary hearings are conducted substantiveiy and proceduraiiy fair. Ensure 
staff grievances are handted promptiy, efficientty and effectiveiy as wett as att 
matters referred to CCMA or tabour court by the trade unions. Cottective 


harnaininn /<;<;; ip'; arn akn attnndnd tn 


Analysis of the 
Function: 


The strategic objectives of this function are to: 

Compiy with aii reievant iegisiation as detaited in the description of the activity 
and comptying with the mandate which has been detaited in the above 
paraqraphs (i) to (iv). 

The key issues for 2009/10 are: 

i) Identify a programme for improving Municipai Ethics and Industriat Retations in 
the workptace. 

ii) Identify a Training Programme. 

iii) Prepare an Emptoyment Equity Pian 

iv) Acquire equipment for the purpose of training Interventions. 


Statisticat Information 

TOTAL 

TOTAL 

Municipal Staff 

179 

31231 


Key Performance 

Performance During the Year, Performance Targets Against Actual 

Current 

Target 

Area 

Achieved and Plans to Improve Performance 

1 

Develop and implement a training programme for the organisation 

1 

1 

2 

Development and implementation an Employment Eguity Plan 

1 

1 

3 

Training undertaken 

(a) Chain Sai/i/ and Wed Eater Operators 

20 

15 


(b) Heavy Duty Machine Operators 

10 

8 


(c) Hydraulic Crane Operators 

4 

3 


(d) Electrical Hlgh Voltage Operators 

2 

2 


(e) Dispensing Llcence-Cllnlc 

3 

3 


(f) Advanced Local Government Law and Administration 

2 

2 


(g) Learner Traffic Officer 

1 

1 


(h) Pollcy Development 

16 

10 


(i) Enhanclng the Role of SDF 

1 

1 


(j) Councillors Tralnlng on Pollcy Development 

16 

16 


(k) Flnance Interns 

5 

5 



80 

66 












Function: Finance and Administration 

Sub Function: Other Administration (Procurement) 


Reporting Levei 


Detaii 


Totai 


Overview: 


Includes all activities relating to overall procurement functions of the 
municipality including costs associated with orders, tenders, contract 
manaaement etc 


Description of the The function of procurement within the municipality is administered as follows 
Activity: and includes: 

The municipality has established a Supply Chaln Management Unit situated 
within the Budget and Treasury Office. The Administration Department 
retained responsibitity for the advertising of tenders as well as the 
administration of the Bid Committee meetings and minute taking. Bids above 
R200 000 are awarded through a formal bidding process. The Supply Chain 
Management Unit is responsible to ensure that the Supply Chain 
Management policy and procedures are adhered to and to issue all orders 

fni' nnnric' nrtri C'an/ir'ac' 

The strategic objectives of this function are to: 

Ensure that goods and services are procured according to the Supply Chain 
Management policy. Strive to meet target set with regard to HDI-owned 
comnanies when awardina bids. 


Analysis of the 
Function: 


Statistical information: 

1 Details of tender / procurement activities: 

- Total number of times the bid adjudication committee met during year 

- Total number of bids considered 

- Total number of bids approved 

- Average time taken from bid advertisement to award of bid 

- Percentage of bids awarded to HDI's 

2 Details of bid adjudication committee: 

MrGPHill 

Mr Ondala 
Mr M Quma 
Mr BB Cooper 


10 

19 

14 

8 weeks 
86 % 


7 



Function: Planning and Development 

Sub Function: Economic Development 


Reporting Level 

Detail 

Total 

Overview: 

Mlungisi development, Amabele blue berries and Petrol park development 



Description of tiie 
Activity: 

The function of economic planning / development within the municipality is 
administered asfollows and includes: 

Craftmania 


125 000 


This is a three-day event, where Amahlathi Crafters are allowed to come 
and exhibit their talents. Craft work Is sold through out the festival. Crafters 
from other places are allowed to come and buy a stall to sell their praducfs. 




Tourism 




Amahlathi Municipality has identified tourism as a vehicle to drlve 
development and a tourism strategy strategy has been developed to drlve 
process fonward . The municipality has also developed partnershlp wlth 
organizatlons that drives tourism in the area which is starting to show sum 
benefits because we managed to stage a successful craftmancia festival 
with tourists coming from Johannesburg . 




Agricutture 


224 000 


Improvement of llvestock where communities are assisted by providing 
heifers and bulls to change the stock through a programme called pass the 
gift. The municipality also provide broilers to the communlty to be able to 
start their poultry projects. Some of agricultural projects are asslsted with 
seedlings and 20 goats were brought. 



Analysis of the 
Function: 

2 

3 

4 

5 

6 

7 

Development of SMMEs and Co-operative 


50 000 

A workshop was organised for all the hawkers ofAmahlathi where they were 
requested to form a co ■ operatives. kVe had three meeting after the 
workshop to try and mentor them. Eighty five co-operar/ves were registered 
by DEDEA 

Number and cost to employer of all economic development personnel: 

• Professional (Directors / Managers) 

• Non-professional (Clerical / Administrative) 

• Temporary 

• Contract 

Note: total numberto be calculated on full-time equivalent (FTE) basis, total 
cost to include total salary package 

1 

1 

n/a 

566 000 

115 000 



Detail and cost of incentives for business investment: 


Note: list incentives by project, with total actua! cost to municipality for year 



Detail and cost of other urban renewal strategies: 


Note: list strategies by project, with total actual cost to municipality for year 



Detail and cost of other rural development strategies: 


Note: list strategies by project, with total actual cost to municipality for year 



Number of people employed through job creation schemes: 

• Short-term employment 

• Long-term employment 

Note: total number to be calculated on full-time equivalent (FTE) basis, and 
should only be based on direct employment as a result of municipal 
initiatives 

390 

2 


Number and cost to emptoyer of all Building Inspectors employed: 

• Number of Building Inspectors 

• Temporary 

• Contract 

Note: total number to be calculated on a full-time equivalent (FTE) basis, 
total cost to include total salary package 



Details of building plans: 

- Number of building plans approved 

- Value of building plans approved 

Total 


46 

R8.852,845.00 

Reporting Level 

Detail 

8 

Note: Figures should be aggregated over year to include building plan 
approvals only 

None 

Note: total value of specific planning and development grants actually 
received during year to be recorded over the five quarters • Apr to Jun 2009, 
Jul to Sep 2009, Oct to Dec 2009, Jan to Mar 2010, Apr to Jun 2010. 





Key Performance 
Area 

Performance During the Year, Performance Targets Against Actual 
Achleved and Plans to Improve Performance 

Current 

Target 

<Ustatleastfive key 
performance areas 
relative to the above 
function as articulated 
in the 2009/10 budget 
here> 

Tourism, Agriculture, Development ofSMMEs and Corporatives and culture 











8 


Function; Health 

Sub Function; Clinics 

Reporting Level 

Detail 


Overview: 

The Amahlathi Municipality renders the Health service on an agency basis for the 
department of health in Stutterheim. Amahlathi controls three clinics namely in Stutterheim 
town and two clinics in Mlungisi. In the other areas the Health service is rendered by the 
Deoartment of Health and Amatole District Municioalitv. 

n/a 

Description of the 
Activity: 

The function for the provision of community health clinics within the municipality is 
administered as follows and includes the following programmes: General Health, 
Tuberculosis, Sexually transmitted diseases and HIV/Aids. An extended programme for 
immunization against disease and surveillance of children under the age of five years. 
Antenatal and postnatal care as well as the provision of contraceptive services. 

Chronic care, mental health care and information systems are also rendered. All the above 
functions are rendered on a daily basis i.e. from Monday to Friday. 

n/a 


These services extend to include Stutterheim, but does not take into account of the areas 
which resort under the jurisdiction of the Department of Health and Amatole District 
Municipalitv. The municipalitv has a mandate to: 

i) To ensure that all households have access to adequate health care services by 2010. 

ii) To reduce the impact of HIV/Aids in the area by 2008. 

iii) Ensure and safe and clean environment. 



The strategic objectives of this function are to: 



i) Increase access to voluntary counselling and testing to prevent transmission of HIV/Aids 

ii) Facilitate improvement of clinics and mobile clinics through out the Municipality 

iii) Increase law enforcement to reduce poor quality of food being sold in streets and 
townships. 

iv) Extend the volunteer health care workers system using community people in 
preventative health care. 



The key issues for 2009/10 are: 



i) All households to have access to adequate health care. 

ii) Increase community utilization in preventative health care. 





Analysis of the 

Function: 

1 

2 

3 

4 

5 

6 


TOTAL 

n/a 

n/a 

Statistical Information 

Staff Compliment and Cost 

Seasonal doctor 

Number, cost of public, private clinics servicing population: 

- Public Clinics (owned by municipality) 

- Private Clinics (owned by private, fees based) 

Total annual patient head countfor service provided bythe municipality: 

Children under the age of five (5) 

People over the age of five (5) 

4795 

19647 

Estimated backlog in number of and costs to build clinics: 

Clinics needed 

n/a 

Type and number of grants and subsidies received: 


Provincial Government Subsidy 




Total operating cost of health (clinic) function: 



Key Performance 
Area 


Performance During the Year, Performance Targets Against Actual Achieved and 
Plans to Improve Performance 


Current 


i) Services of mobiie ciinics where there are no fixed ciinics. The areas having been DOH rendering 

negotiated with the Department of Heaith. service in 

farms 

ii) HIV/Aids programmes to reduce impact. (ii) Offering voiuntary counceiiing and testing HCT & PMTCT 

programmes 

are 

implemented in 
all 3 clinics & 
staff trained 







Function: Community and Social Services 

Sub Function; All inclusive 


Reporting Level 


Detail 


Total 


Overview: 


Includes all activities associated with the provision of community and social 
services 


Description of the 
Activity: 


The function of provision of various community and social services within the 
municipality is administered as follows and includes: 

Libraries- Promotion of culture of learning. The Municipality provides the 
service of public libraries. They are operating on full time basis, six days a 
week. These libraries are fully funded by the Municipality. 

The Municipality has a mandate to: Improve the quality of life and access to 
resources. 

The strategic objectives of this function are to: 

Promote culture of learning & improve culture 
Improve public access in all communities 
Develop & sustain reading culture 

To provlde library and information services wbicb gives access to reading 
services & promote a culture of sustainable reading 

The key issues for 2009 / 2010 are: 

Poor book stock 

Shortage ofstaff to run the iibraries 
Additional public access computers 

Awarded through a grant by the Department of Sport, Recreation, Arts and 
Culture that will be expended over three years to continue and expand 
Stutterheim and Keiskammahoek Library's conservation efforts. 

Literacy programme is successfully in progress where llliterate people are 
trained how to read and write. 

Successfully launched a service for the blinds 


Analysis of the 
Function: 


1 


Nature and extent of facilities provided: 

- Library services 

- Museums and art galleries 

- Other community halls/facilities 

- Cemeteries and crematoriums 

- Child care (including creches etc) 

- Aged care (including aged homes, home help) 

- Schools 

- Sporting facilities (specify) 

- Parks 

Note: the facilities figure should agree with the assets register 


no of facilities: 
5 
1 

12 

nla 

nla 

nla 

nla 

nla 

nla 


no of users: 

48 442 
R 40 000 
nla 
nla 
nla 
nla 
nla 
nla 
nla 


Number and cost to employer of all personnel associated with each 


R(000s) 

community services function: 



- Library services 

8 

R792,684 

- Museums and art galleries 

nla 

nla 

- Other community halls/facilities 

nla 

nla 

- Cemeteries and crematoriums 

nla 

nla 

- Child care 

nla 

nla 













Function: Housing 

Sub Function; N/A 


Reporting Level 

Detail 2009/2010 


Overview: 

To ensure accessibility to and provision of adequate and sustainable human settlements 
in the form of housinq actinq as aqents for Dept . Human Settlement . 


Description of the 
Activity: 

The function of provision of housing within the municipality is administered as follows and 
includes: 



i) Provision of adequate and sustainable housing with related development areas that 
ranges from professional services, to civil servlces to top structures includes: 

1. Provide beneficiary communities with technical and administrative support. 

2. Assist beneficiaries in securing ownership. 

3. Plan settlements. 

4. Complete beneficiary subsidy application forms and deeds ofsale. 

5. Prepare project applications for funding for approval. 

6. Liaise with beneficiaries on design ofhouses to be constructed. 

7. Supervise construction work. 

8. Certifying progress reports through the Amahlathi inspectors. 

9. Receive funding and administer payments. 



The Amahlathi Municipality has a mandate to : 



To provide adequate housing (top structure) with related planning and services subject 
to funding from the Province providing the necessary funds. 



The key issues are: 



Administer identified approved and funded housing projects. Implementation of newly 
approved projects as well as surveying and town planning of areas for which funding has 
been made avaiiabie by the Province. 









Analysis of the 

Function: 

1 

Statistical information 

TOTAL 

TARGET 

Number and cost of all personnel associated with provision of municipal housing: 




- Professional (Architects/Consultants) 

- Field (Supervisors/Foremen) 

- Office (Clerical/Administration) 

- Non-professional (blue collar, outside workforce) 

- Temporary 

- Contract 

varies 

0 

4 

0 

0 

0 

3 projects 

R670 

2 

Number and total value of housing projects planned and current: 




- Current (financial year after year reported on) 

- Planned (future years) 

3 projects 
10 projects 

28 000 

208 500 

3 

Total project and project value as per initial or revised budget 



Total type, number and value of housing provided: 




Xhologha (700 units) and civil services 

1 

17 500 

4 

Total number and total value of housing provided during financial year 



Estimated backlog in number of (and costs to build) housing: 




Need for top structure and civil services and survey etc. 

20 000 

700 000 

5 

Total number appears in IDP, and cost in future budgeted capital housing programmes 



Type of habitat breakdown: 




- number of people living in a house or brick structure 

- number of people living in a traditional dwelling 

- number of people living in a flat in a block of flats 

- number of people living in atown/cluster/semi-detached group dwelling 

- number of people living in an informal dwelling or shack 

- number of people living in a room/flatlet 

nla 

nla 

nla 

nla 

nla 

nla 





Reporting Level 

Detail 

Total 

6 

Type and number of grants and subsidies received: 



Xhologha housing project (700 units) 

1 

17500 





Key Performance 
Area 

Performance During the Year, Performance Targets Against Actual Achieved and 
Plans to Improve Performance 

Current 

Target 







1. Construction of 
top structures in 
one project 


610 top structures compieted 

Insufficient funds - Funds approved but forthcominq from Province. 


Consuitants appointed for town pianning and survey of 2 areas 


Attorneys appointed for attending to deeds of transfer in respect of the Xhoiogha area 


4. Transferof 
subsidy funds 

5. Appointment of 
civii service 
contractors 

6. Appointment of 
buiiding contractors 
and use of iocai 
iabour 


Subsidy funds transferred to Amahiathi in respect of housing subsidies in respect of 
Xhoiogha housing project and aiso for the survey town pianning of Ndakana and two 
adjacent areas. 

Appointment of civii service contractors for the construction of water, sanitation and 
eiectricity infrastructure for the Xhoiogha Housing project. 

Appointed and used seven emerging contractors to erect 610 houses in Xhoiogha. 
Trained iocai beneficiaries in the construction of top structures for the remaining 85 
Xhoiogha houses. 





Function: Protection Services 

Sub Function: Traffic and Disaster Management 


Reporting Level 

Detail 


Overview: 

Amahlathi has a Protection Services Department which includes Disaster 
Management, Law Enforcement, Motor Vehicle Registration, Drivers and 
Learners Licence Testinq and Fire Services. 


Description of the 

The Protection Services and traffic control functions of the Amahlathi 



Activity: 

municipality are administered as follows and include: 




Law enforcement, testing of Driver’s Licences, patroiiing of streets and roads, 
undertaking Learner and Driver’s Licence testing, Motor vehicie Registrations, 
Fire Fighting with voiunteers and attend to Disaster Management matters. 




The municipality has a mandate to: 




i) Ensure Traffic Law Enforcement so as to promote safety on pubiic roads by 
means ofpatrois. 

ii) Issue Learners and Driver’s Licences and testing thereof 

iii) Undertake the Registration and Licensing of Motor vehicies 

iv) Ensure the estabiishment of a Disaster Management section which 
inciudes the deveiopment of a management pian and the formation of a 
Management Advisory Forum, and co-ordinate risk assessment hazards and 
vuinerabiiitv imoact of disasters. 




The strategic objectives of this function are to: 




i) Ensure Traffic Law Enforcement so as to promote safety on pubiic roads 

ii) Testing of Learner’s and Driver’s Licences 

iii) Issuing of Learner’s and Driver’s Licences 

iv) Motor Vehicie Registrations 

v) Disaster Management 




The key issues for 2009/10 are: 




i) Improve Law Enforcement on public roads 

ii) Operate Learner’s and Driver’s Testing station 

iii) Registration of Motor Vehicies 

iv) Estabiish a Disaster Management Pian 

v) Estabiish Disaster Management Advise Forum 

vi) Create Disaster awareness 











Analysis of the 

Function: 

Statisticai Information 

TOTAL 

COST 

1 

Number and cost to employer of all personnel associated with policing and 
traffic control: 




- Professional (Senior Management) 

1 



- Chief Traffic Officer 

1 



- Traffic Officers 

3 



- Motor Vehicle Registration Clerks 

3 



- Office (Clerical/Administration) 

nla 



- \A/orkers 

3 


2 

Total number of traffic call-outs attended: 

9 



- Emergency call-outs 

7 



- Standard call-outs 

9 


3 

Average response time to call-outs: 

10 min 



- Emergency call-outs 

10 min 



- Standard call-outs 

15 min 


4 

Total number of targeted violations e.g.: traffic offences: 

379 



- Speeding 

206 

1 


- Other 









5 

Total number and type of emergencies leading to a loss of life or disaster: 




- Accidents 

402 



- Fatal Accidents 

25 


6 

Type and number of grants and subsidies received: 

Nil 

N 


Nil 


Nil 

7 

Total operating cost of police and traffic function 



8 

Fire Fighting Section 




- Consists of 12 volunteer firemen : - 

12 



- Call outs Motor vehicle accidents 

16 



Structural and other 

21 


9 

Number of Motor Vehicle Registration Transactions and Income 




- Number of transactions - Cathcart 

3114 

R 107 639 


- Number of transactions - Stutterheim 

15284 

R 575 901 

10 

Number of Learner's and Driver's Licences 

3655 

R 858 519 


- Instructors 

2 

R588 


- Learner's Licence Applications 

1632 



- Learner's Licences Issued 

798 



- Driver's Licence Applications 

2023 



- Driver's Licence Issued 

724 



- Duplicate Learner's Licences 

45 



- Temporary Driver's Licences 

264 



- Other (Renewal Driver's Licence) 

Cathcart - Motor Vehicle Registration 

993 

R 128 371 


- Roadworthy Applications 

944 

R 168 462 


- Roadworthy Issue 

891 

R 52 317 









Function; Waste Management 

Sub Function; Solid Waste 


Reporting Level 

Detail 


Overview: 

Includes refuse removal, solid waste disposal and landfill, street cleaning and 
recyclinq 


Description of the 

The refuse collection functions of the municipality are administered as follows 



Activity: 

and include: 




i) The collection and removal of business and industrial refuse three times per 
week. 

ii) The collection and removal of domestic refuse once a week 

iii) Daily collection of refuse and removal of litter and refuse deposited on the 
streets and sidewalks in CBD areas. 

iv) Collection of refuse dumped illegally on vacant properties. 

v) Collection of light garden refuse placed in refuse bags for removal. 

vi) Operate the solid waste site by daily compaction and covering of refuse 
deposited. 

vii) Allowlng tbe collection of recoverable items from the solid waste site 

viii) Street sweeping. 




These services extend to include Stutterheim, Cathcart, Keiskammahoek, Kei 
Road and Amabele but does not take into account the rural areas which reside 




within the jurisdiction of the Amahlathi Municipality. 

The Municipality has a mandate to : 




Render refuse collection services and to operate a solid waste site so as 
to improve the environment. 




The strategic objectives of this function are to: 




i) Ensure that refuse is collected safely and disposed of hygienically 

ii) Ensure that there is no build up of refuse on residential or business premises 
tbat could contribute to unhealthy, unhygygienic and unsafe envlronment which 
could harbour rodents etc. 




The key issues for 2009/10 are: 




1) To ensure a safe and healtby environment for the inhabitants ofAmahlathi. 




li) To ensure that solid waste disposal services are provided at various levels 
throughout the Amahlathi area. 

iii) Extend waste removal and collection to areas where there are no refuse 
removal services. 

iv) To Improve the quality of life by providing a bealthy environment 







Analysis of the 

Function: 

Statlstical Information 

TOTAL 

TOTAL 

1 

Number and cost to employer of all personnel associated with refuse removal 

35 

R 2,689.300 


Professional ( Engineers/ Consultant ) 

1 



Field (Supervisors / Foreman) 

5 



Office ( Clerical/ Administration) 

1 



Non professional (Blue collar, outside work force) 

28 



Temporal 

2 



Contract 

1 






2 

Number of households receiving regular refuse removal services, and 
frequency and costs of service : 




Removed by Municipality at least once a week 

6 471 

Rl,776,697 


Removed by municipality less often 

121 

included 




above 


Communal refuse dump used 

332m 2 

0 


Cwn refuse dump 

20527 

0 



4659 



No rubbish disposal 

4659 

3 

Total and projected tonnage of all refuse disposed : 




Domestic/ commercial 

1311 

51873M^ 


Garden 

2110 


_4 

Note: Provide total tonnage for current and future years activity 




Total number, capacity and life expectancy of refuse disposal sites: 




Two licensed sites 

2 

15-25 yrs 


One unlicensed site 

1 

N/A 


sporting Level 


Garden (Number) 

None 

none 

Detail 

Total 




Anticipated expansion of refuse removal service: 
Domestic/ commercial 


Garden 


N/A 


N/A 


Expand to 700 
Kologha 
Housing 
50 000 


6 Free basic service provision: 



Quantity (Number of households affected ) 

Quantum (Value to each household) 

2 500 

R 40 per household 

RllO.OOO 

Note: Provide details of how many households receive the FBS provision , and 
the average value it means per household. Describe in detail the level of Free 
Basic Services provided. 

7 Total operating cost of solid waste management function 




R4, 465 997 












Function: Road Transport 

Sub Function: Roads 


Reporting Level 

Detail 


Overview: 

Construction and maintenance of roads within the Amahlathi Municipality's jurisdiction 


Description of the 

The road maintenance and construction responsibilities of the municipality are 



Activity: 

administered as follows and include: 




I) Road Blading Plan 

II) Maintenance of all municipal roads within Amahlathi 
iii) Provide access to rural villages 

Iv) Resealing plan for all tarred roads 




The municipality has a mandate to: 




1) Provide malntenance to all municipal roads subject to availability of funding, this 
includes the gravel roads as well as tarred streets. 




The strategic objectives of this function are to: 




I) Maintenance ofall municipal roads on a maintenance plan drawn up to distribute 
funding egually amongst wards. 

II) Maintenance ofstorm water drains 

iii) Maintenance and repairing of culverts 

iv) Replace broken storm water drainage pipes 

v) Re-gravel and re-tar 




key issues for 2009/2010 




i) To improve and provide access to areas which do not have decent access 

ii) To provide storm water drainage of upgraded roads 

iii) Maintenance of existing gravel roads and tarred roads and infrastructure linked 
thereto. 











Analysis of the 

Function: 

Statistical information 

TOTAL 

COST 

1 

Number and cost to employer of all personnel associated with road maintenance and 
construction: 


R (OOOs) 


- Professional (Engineers/Consultants) 

1 

R650 


- Field (Supervisors/Foremen) 

3 

R455 


- Office (Clerical/Administration) 

1 

R 133 


- Non-professional (blue collar, outside workforce) 

38 

R3 248 


- Temporary 

396 

R176 

2 

Total number, kilometres and total value of road projects planned and current: 


R (OOOs) 


- New bituminised in kilometres 

0 

RO 


- Existing re-tarred in kilometres 

1 

RIOOO 


- New gravel in kilometres 

0 

RO 


- Existing re-sheeted in kilometres 

75 

R 16 420 

3 

Total kilometres and maintenance cost associated with existing roads provided 


R (OOOs) 


-Tar 

patchwork 

R250 


- Gravel 

patchwork 

RIOOO 

4 

Average frequency and cost of re-tarring, re-sheeting roads 


R (OOOs) 


- Tar - patchwork per m^ 


R115 


- Gravel - patchwork per m^ 


R65 

5 

Estimated backlog in number of roads, showing kilometres and capital cost 


R (OOOs) 


-Tar 

343KM 

R 870 000 


- Gravel 

1351KM 

R 495 000 



Reporting Level 

Detail 

Total 

Cost 

6 

Type and number of grants and subsidies received: 


R (OOOs) 


i) ADM Grant 

0 

RO 


ii) MIG Grant 

0 

R 17 072 

7 

Total operating cost of road construction and maintenance function 


R 11 631 



Key Performance 
Area 


Performance During the Year, Performance Targets Against Actual Achieved and 
Plans to Improve Performance 


Current 


Target 


i) Development of Road blading plan and implementation 

ii) Maintenance of all municipal mads subject to funding 

iii) Provide access to villages subject to funding 

iv) Develop a re-sealing plan for all tarred roads subject to funding and implementation 

v) Storm water maintenance 












Water 

Water Distribution 


Function: 

Sub Function; 


Reporting Level 

Detail 


Overview: 

Includes the bulk purchase and distribution of water. Bulk purchase of water is 
from Amatole Water Board and DWAF. Water is distributed in various rural and 

far rural areas in certain instances via boreholes. 


Description of the 
Activity: 

The water purchase and distribution functions of the municipality are administered 
as follows and include: 



i) Maintenance of reticuiation and purification as weii as borehoies etc 

ii) Suppiying new connections to various communities 

iii) Assist indigent consumers 

iv) Reduce water iosses 

v) Monthiy meter readings 

vi) Monthiy biiiing of consumers 
vi) Water guaiity controi 



The municipality has a mandate to: 



i) Suppiy potabie water to aii inhabitants in terms of the constitution and 

the avaiiabiiity of funds 

ii) Suppiy a service to the communities urban and rurai 



The strategic objectives of this function are to: 



i) Ensure that aii househoids have adeguate potabie water by 2010 

ii) Suppiyyard taps to urban community 

ii) Suppiy denseiy popuiated areas with standpipes within 200 meters of 
househoid 

iv) Suppiy scattered settiements with borehoies, weiis and springs 



The key issues for 2010 are: 



i) Expand on existing suppiies to communities 

ii) Maintain existing infrastructure 

iii) Upgrade water purification works in Stutterheim 

iv) Pipe repiacement 

v) Meter repiacement 

vi) Instaiiation ofprepeid meters and standpipes 









Analysis of the 

Function: 

Statisticai Information 

TOTAL 

COST 

1 

2 

Number and cost to employer of all personnel associated with the water 
distribution function: 

- Professional (Engineers/Consultants) 

- Field (Supervisors/Foremen) 

- Office (Clerical/Administration) 

- Non-professional (blue collar, outside workforce) 

- Temporary 

- Contract 

Water usage per month 




Average usage per month 



3 

Total volume and cost of bulk water purchases in kilolitres and rand, by category 
of consumer 




Aii consumers - average per month 



4 

Total volume and receipts for bulk water sales in kilolitres and rand, by category 
of consumer: 




Aii customers totai number of househoids 7765 average 



5 

Total year-to-date water losses in mega litres and rand 





Reporting Level 


6 Number of households with water service, and type and cost of service: 

- Piped water inside dwelling 

- Piped water inside yard 

- Piped water on community stand: distance < 200m from dwelling 

- Piped water on community stand: distance > 200m from dwelling 

- Borehole 

- Spring 

- Rain-water tank 

7 Number and cost of new connections: 

Connections 

8 Number and total value of water projects planned and current: 

All new water projects are planned by the Amatole District Municipality and 
implemented by them 

9 Anticipated expansion of water service: 

- Piped water inside dwelling 

- Piped water inside yard 

- Piped water on community stand: distance < 200m from dwelling 

- Piped water on community stand: distance > 200m from dwelling 

- Borehole 

- Spring 

- Rain-water tank 

10 Estimated backlog in number (and cost to provide) water connection: 

- Piped water inside dwelling 

- Piped water inside yard 

- Piped water on community stand: distance < 200m from dwelling 

- Piped water on community stand: distance > 200m from dwelling 

- Borehole 

- Spring 

- Rain-water tank 

11 Free Basic Service Provision: 

- Quantity in respect of 20735 households 

- Quantum value to each household 

12 Type and number of grants and subsidies received: 

Nil 

13 Total ooeratina cost of water distribution function 


Key Performance Performance During the Year, Performance Targets Against Actual 
Area Achieved and Plans to Improve Performance 


i) Maintenance of water reticulation systems 

ii) Maintenance of water purification systems 

iii) Maintenance of boreholes, springs and wells 

iv) Reduce water losses 

v) Installation ofprepald meter 

vi) Pipe replacements where necessary 

vii) Water quality control 



Current 


Target 














Function: 

Sub Function: 


Electricity 

Electricity Distribution 


Reporting Level 


Detail 


Overview: 


This function includes the bulk purchase and distribution of electricity in the licenced 
area of Amahlathi namely Stutterheim and Cathcart. The remaining areas of the 
Amahlathi Municipality falls under the jurisdiction of Eskom. The function also includes 
maintenance of all electricity installations. The extension of networks and new 
electrical connections for the areas in Cathcart and Stutterheim. 


Description of the 
Activity: 


The electricity purchase and distribution functions of the municipality are administered 
as follows and include: 

i) Reticulation and distribution within the licenced area 

ii) Load forecasting to enable timeous strengthening of electricity networks and point 
ofsupplies. 

iii) Customer service which includes quotations for installation of electricity points of 
supply and undertaking new connections. 

iv) To undertake meter readings and verification thereof 

v) To implement capital projects in upgrading electricity distribution networks and 
equipment. 

The municipality has a mandate to: 

i) Supply electricity at a reasonable cost to all inhabitants within the licenced area of 
Amahlathi, namely Stutterheim and Cathcart. 

ii) Supply area lighting and streetlighting within it's area ofjurisdiction. 

iii) Distribute and maintain all electrical installations serving the customers ofthe area 
of jurisdiction ofthe Amahlathi Municipality. 

The strategic objectives of this function are to: 

i) Assist with attempting to reach the objective ofsupplying all households with 
electricity within the Amahlathi licenced area and Eskom area by the year 2014. 

ii) Maintain all electrical services under the jurisdiction of the Amahlathi Municipality. 

iii) Extend the free basic electricity to as many households within the whole Amahlathi 
Municipality subject to available funds to offset expenditure. 

KEY ISSUES FCR 2009/2010 

i) To integrate Stutterheim, Cathcart, Dohne andAmabele electricity supplies into one 
system. 

ii) To consolidate the service in order to determine discrepancies and address such 
discrepancies. 

iii) Roll out of free basic electricity both in municipal licenced area and Eskom 


Number and cost to employer of all personnel associated with the electricity 
distribution function: 


R (OOOs) 

- Professional (Engineers/Consultants) 

1 

R594 

- Field (Supervisors/Foremen) 

2 

R356 

- Cffice (Clerical/Administration) 

Nii 

Nii 

- Non-professional (blue collar, outside workforce) 

6 

R369 

Total quantity and cost of bulk electricity purchases in kilowatt hours and rand, by 


R (OOOs) 

category of consumer 



-Residential - 420Prepaid 


R3 349 

- Residential - 369 Conventional 


R338 

-Commercial- 179Prepaid 


R40 

- Commercial - 149 Conventional 


R2 887 

-Industrial - 26 KVAdemand 


R31 

-Industrial - 26 KWH 


R9 652 

- Municipal Services - 30 KWH 


R152 

- Municipal Services - 3 KVA Demand 


R92 

- Municipal Services - 3KWH 


R20 

- Municipal Services - 35 Streetlights 


R374 

- Agriculture - 2 Land Rate 


R96 





Total year-to-date electricity losses in kilowatt hours and rand 


R (OOOs) 

Total Losses - The extent of losses are due to the fact that municipal water pumps 
and the full amount for electricity consumed in municipal buildings are not recovered 
as charge outs. The ioss is not attributed to iilegal connections on the network. 

16% 

R3 604 

Number of households with electricity access, and type and cost of service: 

30500 houses 

R5 


Reporting Level 

Detail 

Total 

Cost 


- Electrified areas 




- Municipal 

R2515 houses 

n/a 


- Eskom 

- Alternate energy source: 

27985 houses 

n/a 


- Gas - Not considered due to the fact that it is more expensive. 

n/a 

n/a 


- Paraffin - Not considered due to the health risk to the elderly and persons with 
respiratory diseases. 

n/a 

n/a 


- Solar - Not considered as the maintenance ESCO expensive. 

n/a 

n/a 


- Wood - Wood in abundance and large extent of the rural and deep rural 
households use wood for heating and cooking needs. 

n/a 

n/a 

5 

Number and cost of new connections: 


R (OOOs) 


Domestic / Flats 

16 kva (60 amp) 

R4 


Rural Domestic ! Commercial 3 PH 

<50kva (70amp) 

R6 


All category large power users 3 PH 

>50 kva (70 amp) 

R12 

6 

Number and cost of disconnections and reconnections 


R (OOOs) 


Disconnections 

449 

R60 


Reconnections 

367 

n/a 

7 

Number and total value of electrification projects planned and current: 


R (OOOs) 


- Current - No electrification projects 

- Planned (future years) 

0 

0 


- Keiskammahoek Rural 203 Houses 

203 connect 

R1430 


- Cenyu, Stutterheim 500 Houses 

500 connect 

R1575 


- Xhologha, Stutterheim 700 Houses 

700 connect 

R3100 


- Tsomo Rural 3500 Houses 

Planning stage 

R 29 000 

8 

Anticipated expansion of electricity service: 


R (OOOs) 


i) Convert Conventional electricity meters to prepaid. 

30 

R63 


ii) Upgrade the electricity network to accommodate the growth in demand within the 
Industrial, Commercial/Business sectors. 

completed 



iii) Divert electricity reticulation network around the CBD area to supply low cost 
housing with electricity. 

completed 


9 

Estimated backlog in number (and costto provide) electricity connection in Amahlathi 


R (OOOs) 


i) Total number of households with electricity 

34492 househoids 

n/a 


ii) To be electrified by Eskom 

23875 househoids 

n/a 


iii) To be electrified by Amahlathi 

2496 househoids 

n/a 


iv) Number of backlog of electrification 

8121 househoids 

R 40 000 


v) Estimated cost 

1 

R5 

10 

Free Basic Service Provision: 




- Quantity (number of households affected) 

34492 

R 7390 


- Quantum (value to each household) per month 

27000 

R20 per 
household 


- Free basic Funding implemented ( ± 11 % of total) 

2901 

R 1600 


- Free basic electricity shortfall 

23470 

R 5 629 

11 

Type and number of grants and subsidies received: 


R9 790 


Amatole District Municipality grant funding for upgrading electricity 


n/a 

12 

Total operating cost of electricity distribution function 


n/a 

Key Performance 

Performance During the Year, Performance Targets Against Actual Achieved 

Current 

Target 

Area 

and Plans to Improve Performance 



i) General Maintenance in Amahlathi maintaining supply standards 

ii) Customer complaints being attended to 

iii) Capital Projects - both internal and external funding 

iv) Supply and agreements with Eskom for supply points 

v) Free basic electricity rolled out with Eskom and signing of agreements 

vi) Prioritisation of electrification ofareas in Amahlathi which are under the control of 
Eskom. 















Function: Electricity 

Sub Function: Street Lighting 


Reporting Level 

Detail 


Overview: 

Includes all activities associated with the provision of street lighting to the 
communities within the jurisdiction of the Amahlathi Municipal area. 


Description of the 
Activity: 

Street lighting responsibilities of the municipality are administered as follows and 
include: 



a) Publlc Llghtlng - maintenance ofexistlng publlc llghtlng, Infrastructure and 
eguipment. 

I) Attend to general public llghtlng complalnts received from customers. 

II) Implementatlon of capltal projects In upgradlng and renewal of publlc llghtlng. 

III) Identlflcatlon and plannlng of new llght Installatlons and constructlon thereof 

Iv) Engage wlth Eskom to supply electrlclty to new publlc llghtlng Installatlons, and 
the slgnlng of the necessary supply agreements. 

Publlc and street llghts funded under councll general expense, however the 
technlcal functlon is done through the operatlon and malntenance budget of the 
electrlcltv department. 



The strategic objectives of this function are to: 



1) Extend publlc llghtlng to all communltles In the Amahlathl munlclpallty. 

The present backlog In area publlc lights is estimated to requlre fundlng to the 
extent of approxlmately 55 mllllon to create a significant Impact. 



KEY ISSUES FOR 2009/2010 



I) To Integrate Stutterhelm, Cathcart, Dohne and Amabele publlc lights under one 
operatlonal system after taklng these servlces from various other authorities. 

II) Consolidate the servlce so as to determlne dlscrepancles and address 
such defects and remedy some. 

III) Replace rusted publlc light poles 





Analysis of the 

Function: 

Statistical information 

TOTAL 

COST 

1 

Number and total operating cost of streetlights servicing population: 


R (OOOs) 


351 Streetlights 

28 Highmast lights 


R825 

R116 

2 

Total bulk kilowatt hours consumed for street lighting: 




N/a 

n/a 







Key Performance 
Area 

Performance During the Year, Performance Targets Against Actual 
Achieved and Plans to Improve Performance 

Current 

Target 






i) General maintenance of all street lights and highmast lights situated within the 
area of jurisdiction of the Amahlathi Municipality. 

ii) Attend to customer complaints regarding public lighting within one week 

iii) Complete capital projects for the year 

iv) Attend to obtaining supply agreements with Eskom regarding supply points 
and ensure supply points are provided by Eskom. 










0 







AMAHLATHl MUNICIPALITY 


DETAILED CAPITAL BUDGET FUNDED FROM OWN SOURCES (INTERNAL LOANS ) 

ActUcil 

Description MOB/MIO 2009/2010 


Refuse Removal 

101-138-4-01-0005 TrolleyBins 

101-138-4-01-0130 Refuse Compactor 

101-1 38-4-01 -01 35 Shed and Yard for Vehlcles/Containers 

1,765,000 

1,355,789.42 


80,000 

886,000 

800,000 


68,650.00 

905,291.00 

381,848.42 


Cemeterv 

050-128-4-01-0140 Electronic Program 

120,000 

117,000.00 


[| 120,000 l| 

1 ii7,oo'aoo]| 

Conimonaae 

140-150-4-01-0145 Roads in Plantation 

140-150-4-01-0150 Tools and Equipment 

460,000 

314,330.42 

400,000 

60,000 


309,434.95 

4,895.47 


Public Works 

110-142-4-01-0015 Resurfacing Tar Roads 
110-142-4-01-0170 Compressor 

1,250,000 

1,177,760.10 


1,000,000 

250,000 


982,196.10“ 

195,564.00 


MuniciDal Buildinos 

050-126-4-01-0030 Tables and Chairs 

050-126-4-01-0180 Office Accomodation 

875,000 

843,986.08 


125,000 
750,000 


90,239.28 

753,746.80 


Traffic 

110-144-4-01-0090 Vehicles x 2 

110-144-4-01-0180 CattleTruck 

720,000 

191,540.96 


220,000 

500,000 


191,640.96 


Electricitv 

852,000 

808,973.88 


130-148-4-01-0095 HVoltage Switch Gear 

130-148-4-01-0105 Upgrade/New Street Lights 
130-148-4-01-0110 HA/ Line Replacement 

130-148-4-01-0115 LT Infra Lines 

130-148-4-01-0150 Toolsand Equipment 

130-148-4-01-0175 Bakkie 

103.000 

64.000 

200.000 
200,000 

85.000 
200,000 


99,993.82 

62,539.16 

193,984.26 

185,992.66 

72,558.50 

193,905.48 







6,042,000 

4,809,380.86 





AMAHLATHI MUNiCIPALITY: REPORT OF THE AUDIT COMMITTEE 


for the financial year ended 30 June 2010 


Report of the Audit Committee 

We are pleased to present our report for the financial year ended 30 June 2010. 

Role of Audit Committee 

The function of the Audit Committee (hereinafter referred to as the Committee) is primarily to assist the 
Amahlathi Municipality (hereinafter referred to as the Council) in discharging its duties relating to the 
safeguarding of assets, the operation of adequate systems, control processes and the preparation of 
financial reports and statements. 

The Committee operates in terms of section 166 of the Municipal Finance Management Act (MFMA), 

Act No. 58 of 2008 and has endeavoured to comply with its responsibilities arising from those 
requirements. 

The Committee has performed its duties according to its terms of reference in the form of an Audit 

Committee Charter which stipulates amongst other issues the primary purpose of the Committee, which 
is; 


• To monitor the integrity of the Council's financial statements and announcements relating to its 
financial performance, reviewing significant reporting financial reporting judgements. 

• To review the effectiveness of the Council's internal controls and risk management systems. 

• To monitor the effectiveness of the internal audit function and review its material findings. 

To oversee the relationship with the internal and external auditors, including agreeing the latter's audit 
fees and terms of engagement, monitoring their independence, objectivity and effectiveness. 

The Committee has no executive function and its primary objective is to review and challenge rather 
than assume responsibility for any matters within its remit. 

Composition of the Audit Committee and Attendance of Meetings 

The Committee was constituted during January 2010 and held its first meeting on 17 February 2010 and 
initially comprised of three members. However, the chairperson of the Committee resigned during June 
2010 and the Committee has since been operating with the remaining two members. 



The Committee should meet at least four times a year as per its approved terms of reference. During the 
current year two meetings were held. 

Name of Member No. of meetings attended 

M H Kwaza (chairperson) resigned June 2010 2 

T Cumming (Acting chairperson effective from 29 June 2010) 2 

RJ Hill 2 

The committee meetings are also attended by the Municipal Manager, Chief Financial Officer, internal 
and external auditors. 

In addition to the prescribed audit committee meetings, a special audit committee meeting was held on 
29 June 2010. 

Effectiveness of Internal Control 

One internal audit assignments had been completed by end of June 2010. It was thus not possible to 
establish the effectiveness of internal control from internal audit reports. However, emanating from the 
Auditor-General's 2008/2009 report, it is evident that the system of internal control was not fully 
effective previously as compliance with prescribed policies and procedures was identified in a number of 
instances. Where remedial action has not already been effectively implemented, steps will be taken to 
address the weaknesses identified. 

External audit 

The Audit Committee has met with the Auditor-General South Africa to ensure that there are not 
unresolved issues. 

Evaluation of Financial Statements 

The Amahlathi Municipality was required to convert its basis of accounting from the IMFO Standard to 
Generally Recognised Accounting Practice (GRAP). The financial statements for 2009/2010 were 
compiled in accordance with the latter standard. 

The Audit Committee has: 

• Reviewed and discussed the audited annual financial statements to be included in the annual 
report, with the Auditor-General and the Municipal Manager; 

• Reviewed the Auditor-General's management report and management's responses thereto; 

• Reviewed changes in accounting policies and practices; and 

• Reviewed significant adjustments resulting from the audit. 



The financial statements, together with an audit file, were submitted to the Auditor-General by 31 
August 2010. 

Internal audit 

Having only reviewed one internal audit assignment by year-end it was not possible to ascertain 
whether the internal audit function is operating effectively. Outside assistance was procured to assist 
the internal auditor in expediting the work of the internal audit unit. The Committee will monitor the 

process closely. 



Audit Committee Member 


Date: 30 November 2010 



4.4. 


RESPONSES TO ISSUES RAISED IN THE AUDIT REPORT ON THE 
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


The Auditor-General has issued an unqualified audit opinion on the financial 
statements for the year ended 30 June 2010. Due to the lack of qualifying 
matters the municipality has decided to draft an action plan to deal with all the 
matters raised in the management letter issued by the Auditor- General. This 
action plan is included under Item 4.5. 





AUDTT FINDING 

ACTIONTOBETAKEN 

RESPONaBILTTY 

TIIVE FRAIVE 

Incorrect application of accounting policy for provision for debt 
impairment 

Provision for debt impairment to be determined per 
accounting pol icy for 2010/ 11 

Chief Financial Officer 

01-Aug-ll 

No reliance on internal audit 

/Vi Internal Auditor will be operating for the whole 
financial year and reporting to the audit committee 
on a quarterly basis. 

Internal Auditor 

Immediate 

No risk assessments performed and fraud prevention plan not in existence 
for financial year 

Risk/\ssessment was performed and Fraud Prevention 
Plan were developed. Ri sk /Nssessment action plans 
are being implemented. 

Internal Auditor 

Immediate 

Payment not made i n 30 days 

BTO to ensure that payment is made within 30 days. 
Invoices to be stamped with date of receipt. 

Chief Financial Officer 

Immediate 

Late payment of suppliers 

BTO to ensure that payment is made within 30 days. 
Invoices to be stamped with date of receipt. 

Chief Financial Officer 

Immediate 

Material over/ under spending of the budget 

BTOto monitor expenditure against budget and 
highlight variances in monthly financial report. 
Departments to ensure that all allocation are spent. 

Chief Financial Officer 

Immediate 

The municipality did not make use of the general KPI's as prescribed in 
terms of section 43 of the Act, 

Outstanding 

Strategic Manager 


Performance information: Measurable targets not set for indicators 

Outstanding 

Strategic Manager 


Incomplete copy of SDBIP provided 

Outstanding 

Strategic Manager 


The targets for certain measures were amended and this amendment was 

not reflected in the IDP 

Outstanding 

Strategic Manager 


Responsibilities of internal audit with regardsto performance information 

The Internal Auditor is currently doing quarterly 
reviewson performance information. Further training 
will be provided tothe Internal Auditor. 

Internal Auditor 

28-Feb-ll 






The municipality's current Performance Management Systemonly 
assesses the performance of section 57 managers and no other official. 


Convince and attempt to get buy in from labour. 


Corporate Service Manager 


30-J un-11 



















































No formal documentation for the activities in respect of performance 
information 

Indicators not specific and measurable 


Outstanding 

Outstanding 


Strategic Manager 
Strategic Manager 


The mid-year budget and performance assessment report provided for 
audit purposesdoes not include information related to municipality's 
service delivery performance and the service delivery targets and 
performance indicators set as required by section 72 of the Act. 

Outstanding 

Strategic Manager 


Inadequate source documentation available 

Outstanding 

Strategic Manager 


Dfferences between actual achieved in performance report and 
recalculated monthly report 

Future amounts will be checked so that they balance. 

Engineering Manager 

Immediate. 

Debtors age analysis does not agree to financial statements 

BTO to balance debtors age analysis to financial 

statements. 

Chief Financial Officer 

01-Aug-ll 

No impairment of other debtors 

BTO to ensure that other debtors are impaired as per 
the accounting pol icy for 2010/ 11. 

Chief Financial Officer 

01-Aug-ll 

Uncleared suspense accounts 

BTO to ensure that all suspense accounts are cleared 
or appropriate reconciliations are provided for 

2010/ 2011 

Chief Financial Officer 

01-Aug-ll 

Debtors with credit balances 

BTO to check all debtors' accounts having credit 
balances and adjust where necessary. 

Chief Financial Officer 

31-May-ll 

Indigent debtors listing does not agree to the age analysis 

Indigent debtors not appearing on Age /^alysis to be 
investigated and corrected. 

Chief Financial Officer 

31-May-ll 

Traffic fines not reflected in the traffic fines issued register 

Outstanding 

Strategic Manager 


Assessment rates reconciliations not performed 

Reconciliation of assessment ratesto be performed. 

Chief Financial Officer 

31-May-ll 

Amount owing based on orders and not on invoice 

Department to minimise orders placed during J une. 
Departments to ensure that capital budget is ful ly 
spent by 31 May 2011. BTO to ensure that creditors 
are only raised on receipt of goods or invoices. 

Chief Financial Officer 

30-J un-11 

Trial balance amount does not agree to the age analysis 

BTO to balance age analysis to Trial Balance. 

Chief Financial Officer 

31-Aug-ll 

Employee Cost: Leave in excess of 64 days 

Managers of various employees will be advised to 
ensure leave is reduced to below 64, of the 8 
mentioned only 2 have reduced. 

Corporate Service Manager 

28-Feb-ll 





















































Annual leave balancesdo not agree 


Completed 


Leave records to tie reconclled and corrected If 

necessary. Corporate Servlce Manager 

Asset reglster to be revlewed for compllance to GRAP. 


Control weaknesses relatlng to the asset reglster 

Servlce Provlder to be appolnted. 

Chlef Flnanclal Offlcer 

31-May-ll 

The current suppller llstlng provlded for audlt purposes Is not adequately 
deslgned and managed. 

The format of the suppller database to be revlewed. 
Suppller database to be updated. 

Chlef Flnanclal Offlcer 

31-May-ll 

Non-compllance - staff In arrears 

Payments by staff to monltored monthly 

Chlef Flnanclal Offlcer 

31-Mar-ll 

Dscrepancles Property transfers 

Dscrepancles to be Investlgated and corrected. 

Chlef Flnanclal Offlcer 

Flnallsed 

Post of procurement offlcer not fllled to date 

Moratorl um pl aced on f 1 1 1 1 ng of posts by Councl 1 . As 
soon as thls Is llfted the post wlll be advertlsed and 

fllled. 

Corporate Servlce Manager 

30-/\pr-ll 

Leave was not approved before It was taken 

Letters to be wrltten to offlclals approvlng leave to 
ensure that leave forms are approved before 
employees actually commence wlth leave. 

Corporate Servlce Manager 

31-J an-11 

Lack of segregatlon of dutles In asset management 

Post of asset clerk to be fllled. 

Chlef Flnanclal Offlcer 

31-Mar-ll 

Assets not 1 n workl ng order 

Redundant assets to be dlsposed. 

Chlef Flnanclal Offlcer 

30-/\pr-ll 

Bank reconclllatlon not performed and other matters 

Bank reconclllatlon to be performed monthly. 
Reconclllng Items to be cleared. 

Chlef Flnanclal Offlcer 

30-/\pr-ll 

No IT department to manage database and update webslte 

Management Is waltlng for the upllfted of the 

moratorl um. 

Strateglc Manager 

30-J un-11 

Pollclesand procedures 

Outstandlng 

Munlclpal Manager 


No dlsaster recovery pollcy In place 

A dlsaster recovery plan to be developed. 

Chlef Flnanclal Offlcer 

31-May-ll 

VAT return does not agree to vat reconclllatlons 

A reconclllatlon of the VAT Return to be Included In 

the 2010/ 11 audlt worklng flle. 

Chlef Flnanclal Offlcer 

31-Aug-ll 

Less than 16 days leave taken 

Managers of employees who do not comply the taklng 
of 16 days leave wlll be Instructed to take leave for 
2009/ 10 and 2010/ 11 

Corporate Servlce Manager 

30-J un-11 

Non - compllance wlth VAT Act regardlng keeplng of accountlng and 

taxatlon records 

The venus operatlng manual to be revlewed to ensure 
that It covers all the requlred aspects. 

Chlef Flnanclal Offlcer 

31-May-ll 


Landflll slte Isdeveloped In Cathcart and the problem 

No permlt for Cathcart waste dlsposal slte wlll be addressed. Strateglc Manager Ongolng 

Reconclllatlon of Investment reglster to be performed 

Reconclllatlon of Investments monthly Chlef Flnanclal Offlcer 30-Apr-ll 


Inadequate documentatlon attached to support j ournal 


All Journalsto supported byadequate documentatlon. Chlef Flnanclal Offlcer 


Immedlate 













































































Amount per supporting document cannot be traced to amount per journal 

All J ournals to supported by adequate documentation. 

Chief Financial Officer 

Immediate 

No reconciliation of creditors at year-end is performed 

Creditors' reconciliation to be performed monthly. A 
reconciliation of creditors at year-end to included on 
the audit working file. 

Chief Financial Officer 

31-Aug-ll 

Rental contract not renewed 

New contract to be drawn up 

Corporate Service Manager 

28-Feb-ll 

Overtime paid is more than 30%of salary 

Managers will be requested to keep overtime to a 

minimum. 

Corporate Service Manager 

31/ 01/ 2011 

Inadequate period for terminations 

Strict control to be kept on employees retiring to 

ensure 3 months notice is adhered to. 

Corporate Service Manager 

20/ 01/ 2011 

Traffic income segregation of duties deficiency 

Additional cashier has been appointed and duties are 
segregated. 

Strategic Manager 

Completed 

Weaknesses in CIS 

Outstanding 

Strategic Manager 


(Value add) Long term liabilities: Paying off of DBS^ loan 

Payment of DBS^ Loan to be considered for the 

2011/ 12 budget. 

Chief Financial Officer 

31-Mar-ll 


































